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GM ENGINEERING 
PROGRESS 





He measures millionth-inch mountains 
—to make GM cars a better buy 


HERE afe many reasons why you get more 

for your money in any General Motors car 
you buy — whether it be a Chevrolet, Pontiac, 
Oldsmobile, Buick or Cadillac. 


Take engines, for example. Long life depends 
upon perfect matching of their moving parts. 
Yet smooth as these highly machined surfaces 
may feel, they are actually ridged with micro- 
scopic peaks and valleys as infinitesimal as one- 
millionth of an inch. 


So here you see how GM insures a more perfect 
match. This production man is using a high- 
precision electronic instrument called a 
Surfagage®, developed by GM Research to 
measure the exact degree of roughness in crank- 


shafts, pistons, bearings, cylinder walls and 
other wearing surfaces. 


With this unique instrument laboratory- 
accurate measurements of surface roughness can 
be made instantly, right on the production line. 
It gives engineers in every GM production or 
assembly plant a split-hair check on parts’ sur- 
faces, insuring perfect matching. 


In the making of every GM car there are literally 
hundreds of super-precision tests like this on 
transmissions, bodies and frames, as well as 
engines, which insure longer wear and smoother 
performance. That is one of the big reasons why 
the key to a General Motors car is your key to 
greater value. 


GENERAL Motors 


Pp Key to Greater Value—the Key to a General Motors Car” 


CHEVROLET « PONTIAC ¢ OLDSMOBILE « BUICK ¢ CADILLAC ¢ All with Body by Fisher « GMC TRUCK & COACH 
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“Our 18 National Accounting and 
Payroll Machines save us $82,000 a 
year. This means they repay their 
Cost every 11 months. 


“in addition.to these very impor- 
tant savings, we like the ease of 
Operation with which National 
Machines handle our Payroll, Sales 
Distribution, Vouchers Payable, 
Writing Checks, Earnings Record 


THE NATIONAL CASH REGISTER COMPANY, pvayron 9, on10 


ii. save us $82,000 a year... 
repay their cost every 11 months!”’ 














—ZENITH RADIO CORPORATION, CHICAGO 
4 


and Social Security Reports, Pre- 
Payroll of Accrual Cards, Account 
Distribution and General Ledger. 


“So you can see that we have 
every reason to be well pleased with 
our National System.” 


Vice-President and Treasurer 





No matter what the size or type of your 
business, National Machines soon pay for 
themselves, then continue to return a hand- 
some profit. Nationals do up to % of the 
work automatically. (Operators are hap- 
pier, too, because they accomplish the.r 
work more easily.) Your nearby National 
representative will gladly show how much 
you can save with National Machines. 











y STEEL can do so many jobs so wel 


Home on a hill... anda beauty, too, since the strength of its structural steel 
framework allowed the architect greater freedom of design. Being fireproof, 
structural steel also makes this home safer. If you want your new home to be 
more modern, more durable, and a safer place for your family to live, use 
steel wherever possible. (Photo— Hedrich-Blessing) 


GI... KP...SS! That’s the story, in letters, 
of this dishpan now being supplied to the 
Army’s Quartermaster Corps. When a GI 
has to do KP duty, and wash up after 
chow, he wants a big, sturdy, easy-to- 
‘keep-clean dishpan that can really stand 
tough going . . . and what could be better 
for the job than strong, sanitary Stainless 
Steel like this? 


Mattress under pressure. Here, a 65,000-Ib. truck rolls over a 
mattress containing innersprings of U-S‘S Premier Spring 
Wire . . . and not a single spring was damaged! No wonder 
bedding made with innersprings of this tough, resilient wire 
gives you years of solid comfort. Remember, too, “‘the softest 
thing you can sleep on is steel!”’ 


Soil conditioner. . . from a steel mill! When 
it comes to adding phosphorus and lime 
to the soil and stimulating better crops, 
a lot of Southern farmers say it’s hard 
to beat Tennessee Basic Slag. A product 
of steel-making in United States Steel’s 
southern mills, Basic Slag is a good ex- 
ample of U. S. Steel’s contribution to 
the progress of southern agriculture. 


UNITED STATES STEEL stcescts russe nem oa 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa. 


AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUBE 
OIL WELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBUREE 
UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY 
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READERS SAY- 


Pans 

Re your photograph, page 26, August 
1 issue, someone “goofed.” The B-47 
and F-86 are inverted. 

Re your magazine, a so-called pub- 
lication of business and finance . . . I 
was unfortunate in that I “paid” for a 
subscription. This will never happen 
again. Your Biblical and uplifting plat- 
itudes are sickening. 

In many ways your magazine is akin 
to “old dead mackerel shining and 
stinking in the moonlight.” Or, to be 
blunt, it smells. 

—KENNETH P. Woops, 
Los Angeles, Calif. 


I have just read the first item in 
your “Fact and Comment” column for 
August 15, and . . . disagree with your 


philosophy. It is all very well to work , 


hard in your youth—within reason. But 
as for waiting until the last half of 
your life to devote time to your family 
—are you sure they will be waiting for 
you by then? 


. . « I myself believe in getting the 


most out of every day, as it might be 
one’s last. 

—Mrprs. EvrzaBETH L. WESNER, 

New York, N. Y. 


Mrs. Wesner has misinterpreted my 
philosophy of life. I never urged any 
man to neglect his family life at any 
stage of his career —B. C. Fores. 


I wish to take exceptions to your 
editorial regarding subsidies to the 
farmers. You should go after Congress 
for allowing imports of millions of 
bushels of wheat in the last two years 
from Canada to make cheap flour for 
the millers. In effect the government is 
sustaining the Canadian price to our 
disadvantage and at terrific cost to the 
subsidy program. 

The tractor I bought ten years ago 
for $1,600 is now priced at $4,250. 
Wheat sold then for $1.00; it is today 
worth $1.71. Gas was 9c before tax, 
now it is 22c for the cheapest. Labor 
was $3.00 then; now $14.00. 

Our Great West is the greatest mar- 
ket for manufactured goods in the 
United States. But only if we get a 
fair and reasonable market for our 
products. . . . I really believe you 
should not write such articles until you 


are better informed from all points of : 


view rather than your own personal ; 


one. —ALEXANDER P. TRUCHOT, ’ 


Agawam, Montana. , 


j 
In your issue about the “Powerful ' 


Pennsylvania Railroad” your moral is: 
“The venerable Pennsy verily has civil- 
ized us!” 

It seems to me that you are due for 
a trip around the world to study con- 
ditions in other countries. . . . 


China. [ have spent 27 years there 
and know a little about that. 
—A. F. NEmson, 
Toronto, Canada 


Henry J. Kaiser believes you will 
want to give consideration to the in- 
formation enclosed, bearing upon your 
August 1 “Fact and Comment.” 

Mr. Kaiser’s sworn statements before 
the Senate subcommittee completely 
[refuted] the false impressions insti- 
gated about Kaiser-Frazer aircraft pro- 
duction. .. . 

Regarding your impressions of Kaiser 
shipbuilding during World War II, you 
will note . . . that: Kaiser operations 
saved the Government $266 million on 
Liberty ships, compared with costs of 
other companies, and the total savings 
to the Government on Kaiser war work 
exceeded $465 million. Kaiser saved 
more than one-third of the time re- 
quired on the average by other Liberty 
shipbuilders. 

—Rosert C. Exiorr, 
Executive Asst. to Henry J. 
Kaiser, Oakland, Calif. 


Fans 
I found your August 1 issue the 
most interesting number of many 
months running. How much is due to 
the new set-up is still hard to say; but 
T did like the first taste. 
—E. G. B. Fox, 
New York, N. Y. 


I had decided not to renew... but 
on receiving the issue with the new 
format, which I like much better, have 
decided to renew... . 

—Epwarp F. McNaucnHron, 


Oakland, Calif. 


I find your magazine a very interest- 
ing one to read. I think your selection 
of subjects is timely and significant. 

—J. V. HEFFERNAN, 
Financial Vice-President, . 
National Broadcasting Co. 


I would not miss an issue of ForBEes 
for anything. It is in a class by itself 
in the character of the news concerning 
business companies and in the ability 
of your financial writers. . . . 

—C. G. RanbgLL, 
Alexandria; Va. 


We have just been handed a copy of 
your publication. It’s great. It is actu- 
ally a living publication with a person- 


| ality. Enter our subscription for three 


In trains running out of the Penn : 


station to Long Island I have found 
more filth and dirt than you will find in 


years. ... 
—Tue ERIcKsON BROTHERS, 
Builders-Insurors, 
Morgan Hill, Calif. 


I wish to express my appreciation 
for your section on mutual funds. I 
have enjoyed and profited from ForBEs 
for many years... . .—AnTHuR P. Care, 

Los Angeles, Calif. 














TWO-LINE 
EDITORIALS 





Is the stock market forecasting the near 
future correctly or incorrectly? 


In the past it has done both. 


Taking everything into consideration, 
! cannot become outrightly bearish. 


Our economy, on the whole, is flour- 
ishing. 


The income of the American people is 
at a new peak. 


Wages are the highest ever. (High 


enough, in my judgment, may soon 
recede. ) 


Corporate earnings are ahead of last 
year. 


Tax collections are zooming. 


(,overnmental economies are being 
effected as Federal payrolls are pared. 


Many soldiers are being released. 


Defense expenditures should fall rather 
than rise. 


Very important: Tax reduction is sched- 
uled next year. 


Vhis should act as a stock market tunic. 


Should 
power. 


augment consumer buying 


Elaborate preparations are being 
formulated by the Eisenhower Adminis- 


tration to cope with any recession which 
may set in. 


Sound equity stocks are available at 
attractive prices. 


Of course. selectivity is imperative. 


Seldom is it advisable to buy A.O.T. 
(any old thing). Certainly not today. 


All symptoms are that Russia's current 
restraint is imposed by internal unrest. 


Prediction: Communist China is riding 


for a fall. 
Don't write off the U.N. 


Freer international trade must avoid 
fastening economic shackles on the U.S. 


Even British Socialists are trimming 
sails, realizing nationalization begets 
no Utopia. 


We can look forward to solid cause for 
celebrating Christmas. 


—B. C. F. 





THE ECONOMY ? 





TIRED OF PLAYING second fiddle to paid 
firemen, volunteer smoke-eater Thomas 
E. Heckett strode from a tavern to 
Mount Vernon, New York’s, fire house 
and boldly made off in the town 
pumper. To show his skill, Heckett 
sped through quiet streets with sirens 
awail, stopped only after pursuing 
police fired warning shots. U. S. busi- 
nessmen, speeding in much the same 
way, wondered if their breathtaking 
pace were any safer. And they hark- 
ened for scattered shots of warning 





far more uttentively than high-flying 
Heckett. 

According to lorBes Business Map, 
there were few conventional signs o} 
change from the high level of activity 
coloring most of 1953. Only four areas 
advanced, six declined. The guideposts 
pointed neither up nor down. For 
country over-all, the National 
registered 4% above August, 1952, 
every zone busier than it had been} 
year. ForRBES prosperity gauge (see p 
31) stood at 118.0. But alert enter 







CONTINUED DECLINE FOR 2 MONTHS OR LONGER. 


ae NO SIGNIFICANT CHANGE FROM. IMMEDIATELY 





PRECEDING PERIODS. 


DEMGNED BY PICKS. N. ¥ 


Map shows business in 87 separate areas, each of which is an “coos 
unit” where conditions depend on the same key factors. The index reflects sed 
ness as it was during the last week of August. N.B.—Area indexes require a con 
sistent movement for two months to register an improvement or a decline. 


—— 





Ten Best Cities 


(Percent Gain Over Last Year) 


Detroit, Mich. (10)......... 18% 
Grand Rapids, Mich. (8)..... 17 
Fort Wayne, Ind. (8).....-.. 17 
mufelo? Noi%. 8. PPE 16 
Des Moines, Iowa........--.- 14 
Sr Tc cces sss tp oP 14 
Sacramento, Calif. ........-- 14 
Knoxville, Tenn. ......-.----- 14 
Cleveland, Ohio ........---- 13 
Syracuse-Utica,,.N. Y....--.-- 12 


(In parentheses: number of succes- 
sive months listed in this column. ) 





Zone Indexes 


(Percent Change from Corresponding 
Months Last Year) 
June July August 


New England. + 4% + 9% + %& 


Middle Atlantic + 2 +7 +4 
Midwest ..... +11 414 +418 
South ...... £2 pot | 
North Central + 5 +7 +1 
South Central + 5 +6 + 3 
Moutain 6... 4+%7 +4 
Pacific ...... anf EST & 
NATIONAL . 

INDEX ... + 4% + 8% + # 
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RCA “TV Eye” gives schools a pri- 
vate TV network, takes talks and ~ 
demonstrations to classrooms. 


: 





ae ; 


In a railroad yard, RCA vidicon cam- 
era lets employees check car numbers 
at long range. 


Cea 























RCA vidicon camera in a. bank, lets 
tellers verify the signatures on checks 
by television, 
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First home television camera, RCA’s “TV. Eye,” connects to any 
TV set—lets you watch children in the nursery or at play. 


Tireless TV Eye 


New RCA TV camera an alert watchman for home, school, industry 


Based on the vidicon tube, devel- 
oped by RCA, a new instrument is 


on the way for homes, business, and 
schools—the RCA “TV Eye.” 


Light, compact, easy to use, “TV 
Eye” is a camera unit which can be 
connected to standard home receivers 
—makes any. of the 23 million TV sets 
now in use a potential closed-circuit 
television system. 


RCA’s industrial version of-the vid- 
icon camera has already proved: its 
place as an observer and guardian in 
science, industry, transportation, 
business—with new uses still being ex- 
plored. Wherever distance or danger 
preclude a human observer's pres- 
ence, the vidicon camera can take his 
place and stand watch. 








mia 
“TV Eye” plugs easily into standard 
TV sets. You just switch to the selected 
channel, and see everything that the 
camera sees. 


® RADIO CORPORATION OF AMERICA 


World leader in radio — first in television 
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Smart copy cats 


carry 


NCB 


TRAVELERS 
CHECKS 
—safe, 
spendable everywhere 
with nine lives 


to live 


Experienced travelers carry National 
City Bank Travelers Checks. Other 
travelers follow their example. 
They all learn from experience that 
National City Bank Travelers Checks 
are safe and spendable for anything 
everywhere .. . Quickly refunded — 
if lost or stolen. Cost so little — 75c 


per $100. Buy them at your Bank. 


The best thing you know 
wherever you go 


NATIONAL CITY BANK 
TRAVELERS CHECKS 


Backed by The National City Bank of New York 
Member Federal Deposit Insurance Corporation 


| prisers, less attuned to yesterday’s pros- 
| perity than tomorrow's hypothetical 
poverty, detected hints elsewhere of 
the “leveling off’ many have predicted 
for months. 

For the first time since U. S. Steel's 
Ben Fairless opined (six weeks ago) 
that steel demand has reached a peak 
“for the present,” order takers began 
backing his opinion with proof. In- 
ventories, said Big Steel's big boss, 
“are now approaching a balance.” In 
Pittsburgh last month, steelers winced 
under order cancellations reflecting de- 
fense cutbacks, farm machinery slow- 
downs and auto output curbs—notably 
at Kaiser-Frazer and Willys. Although 
metalmen’s comments on diminishing 
sales ranged from “significant” to “dras- 
tic,” most producers admitted books 
for October and November were com- 
fortably filled. But widespread cancel- 
lations can dump the year-end into a 
slump. Not all steel grades were equally 
hit. The American Institute of Steel 
Construction reported July bookings of 
fabricated structural steel were 8% be- 
low the same month last year, but total 
demand was up 20%. Backlogs totaled 
2,188,517 tons, more than six months’ 
production. 

For softer grades no one could be 
sure that sinking demand was a genu- 
ine symptom of falling business, or 
merely a change in purchasers’ atti- 
tude. With world tension slackened 
since Korea, some changes may be 
only a switching from distant to closer 
mills to save freight. They may also be 
the killing off of orders placed long ago 
as safety measures in case steel became 
very tight. Whatever else was stem- 
ming the steel rush, analysts were con- 
fident that the period of panic buying 
is over in almost all industries. Indus- 
trial buyers are taking time to ap- 
praise realities, bringing their stocks 
into shape for a time of tougher selling. 

Complaints came out of the North- 
west that plywood production is head- 
ing down an average of 20%. A year ago, 
claims a buyer, “it took 45 days to get 
an order filled. I can get almost any 
size or grade immediately now.” Big 
Georgia-Pacific Plywood Corporation 
led the parade, put four plants on a 
four-day week, was quickly aped by 
Evans Products, Kalpine Plywood, 
Crescent Plywood and Vancouver Ply- 
wood. companies. Through _ early 
August, fir plywood production roared 
27% ahead of 1952; new orders lagged 
at only 20% better. Between the March 
and July drop, which is normal, new 
orders shrank 65% vs. only 56% the year 
before. Reported U. S. Plywood curt- 
ly: “It’s more than a seasonal slump.” 

The same circumstance is plaguing 
machine tool makers, whose order 
books were 10% lighter in July than in 





June. The National Machine Tool 
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Builders Association July index ot ney 
business was down to 246.8, compared 
with 342.2 a year ago. Although ship 
ments were expected to settle at aroung 
$75 million a month for the rest of the 
year (they hit $101 million in June). 
toolmakers agreed “this still will be 
highly satisfactory.” Even with re 
duced demand, it will take the industy 
seven and a half months to catch up 

Still, both plywood and machine too) 
companies have a cause for optimism 
in the immediate future. Builders loo 
for a continuing demand for abow 
1,000,000 new houses a year. And s+ 
joint Commerce and Labor department 
estimate puts 1953 building outlays a 
$34.6 billion, $2 billion more than last 
year. In the first half of the year, man. 
ufacturing companies sold $1.7 billion 
in new securities for cash, much o 
which will go for heavy equipment. 

The statistics, which have not ye 
signaled any kind of economic slide 
imply much the same advice as given 
by Michigan College nutrition expen 
Dr. Margaret A. Ohlson. To get fat 
physically or financially, young més 
should go west. “Our studies 
says she, “that from 25% to 30% of 
Midwest adult population is over 
weight.” The same is true of business 
Among cities showing the heaviest ad 
vances over August, 1952, Detroit, up 
to 18%, Grand Rapids, 17%, For 
Wayne, 17%, Des Moines, 14%, and 
Cleveland, 18%, dominated the list 
Heavy industry is their economic back. 
bone. Weakest points are agricultural 
areas with Bismarck, Fort Smith, Boise 
Sioux Falls and Oklahoma City hard 
hit from drought and falling prices. B) 
mid-August, the Labor Department! 
farm product wholesale price index was 
down 11.1%; meats were off 16.9% from 
the year before. All commodities were 
off only 1% at wholesale. But at retail, 
the cost-of-living index spurted to an 
all-time high—114.7. 

As the National Industrial Confer 
ence Board points out, this brought the 
U. S. dollar’s value down to 55.2c @ 
terms of 1989 purchasing power. Bul 
Treasury Secretary George M. Hum- 
phrey accurately notes that inflation is 
being all but halted. While prices wen! 
up a fraction in the last twelvemonth. 
the rise is insignificant compared with 
a 35% hike from the end of War II te 
last summer. Increased medical costs. 
housing, higher milk and gasoline tabs 
were largely responsible for the change 
To give a true picture of travel costs. 
the American Automobile Association 
announced that it costs 6% more 
drive the average car 10,000 miles # 
year in 1958 than it did in 1951 
$599.92 vs. $533.02. Ironically, the 
rising index brought a lc-an-hour pa! 
rise to workers employed under es 
tor contracts, including Internati 
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West Penn Power Company: Mitchell Station is one 
of the many big utility power plants that rely on Gulf 
Periodic Consultation Service for help in the controlling 
of turbine operating costs. 








U. S. Sugar Corporation: On this big sugar cane plan- 
tation, Gulf Periodic Consultation Service helps raise 
the operating efficiency, and lower the maintenance 
costs on scores of tractors. 


..-petroleum seience steps up efficiency ! 


Alert management men, today, are aware that 
modern petroleum science means far more than 
just lubricants. 


In the case of your own individual company, 
petroleum science might be able to help you 
solve a number of unrelated problems—fuel oil, 
combustion, rust prevention, machining, pro- 
cessing oils, wax coating—to name only a few. 


The fact is, petroleum science is such a com- 
plex, fast-moving field that the average company, 
working alone, couldn’t possibly keep fully posted 
on the newest developments. 
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That’s why Gulf, years ago, pioneered a com- 
plete advisory service to promote the most effi- 
cient use, not only of lubricants, but of all petro- 
leum products. 

This cooperative plan—Gulf Periodic Con- 
sultation Service—has been adopted by hundreds 
of industrial firms of all types and sizes. 


SERVES 





GULF OIL CORPORATION © GULF REFINING COMPANY ¢ GENERAL OFFICES, PITTSBURGH, PA. 








$25,000 


business need? 


[ent let inadequate working capital restrict your profits. 
Don’t let doubts about a continuing source of funds delay 
your future progress. Get in touch with CommerciaL CrepIr. 


With the money market tightening, it is re- 
assuring to know that funds obtained through 
COMMERCIAL CREDIT’S method are not subject 
to calls or renewals . . . that as your business 
increases, more COMMERCIAL CREDIT cash is 
available automatically. 


We offer you all the advantages of selling stock or taking in 
partners without the disadvantages. Funds available quickly, 
usually in 3 to 5 days. No interference with ownership, 
management, profits. Your cost is minimized because there are 
no preliminary charges; our one charge is a tax deductible 
expense and you pay only for money you actually use as your 
need varies. Once set up, our plan functions continuously for 
months or years, no matter where you are located in the U. S. 


Manufacturers and wholesalers are using COMMERCIAL CREDIT’S 
method to supplement operating cash at the rate of 600 MILLION 
Do.ars this year. We'd like to send you complete facts about 
the advantages our method offers you. Write or wire the nearest 
CoMMERCIAL CREDIT CoRPORATION office below and say, “Send me 
information about plan offered in Forbes.” 


BattimorE 1—200 W. Baltimore St. Cutcaco 6—222 W. Adams St. 
Los AncELes 14—724S. Spring St. New Yorx 17—100F. 42nd St. 
San Francisco 6—112 Pine St. 


A Service Available Through Subsidiaries of 


COMMERCIAL CrEDIT COMPANY 


Capital and Surplus Over $135,000,000 
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Harvester’s. The farm supplier has done 
more laying off than hiring in recent 
months (see Forses, Sept. 1, 1953, 
. 8). 
r Going up with prices was activity in 
most soft goods lines. Irving R. Glass, 
executive VP of the Tanners Council of 
America, reported that leather produc. 
tion, for example, rose 12% in the first 
half. “This increase reflects a gain in 
shoe production of 6.8%.” Even better, 
the executive claims, “there are no 
burdensome inventories held by either 
tanners or manufacturers.” And the 
trade “sees little reason for concern 
about the risks and dangers ordinarily 
associated with commodity price be- 
havior.” Leather prices, severely de- 
pressed two years ago, offer “remark- 
able values” to consumers, says Glass 

In response to quicker sales, Inter. 
national Paper Company and National 
Container Corporation jacked paper- 
board prices $5 a ton, from $122.50 
Others will follow. If paperboard de- 
mand is the business barometer trades- 
men say it is, few executives have much 
to worry about. New orders rose 19% 
and unfilled orders went up 36% the 
last week in August. But no business. 
man in any line is ready to claim the 
economy has done away with recessions 
as thoroughly as Christian Dior claims 
he “has done away with corsets.” He's 
done it, says the dress designer, with 
“natural feeling” dresses. (Corset trade 
writer Mrs. Louise Camp scoffs, con- 
tends girdles are here to stay, despite 
Dior.) 

That business may be looking for 
support sooner or later is understood by 
the causes of the 1945-1953 boom: (1) 
Pent-up demand from depression yeats 
which was frustrated by shortages in 
War II; (2) a tremendous spurt in 
population in the last eight years; (3) a 
steady climb in consumer purchasing 
power. Since much of the durable 
goods demand is filled, and present 
family formation rate is lower because 
of the low depression years’ birth rate. 
the climb in activity is likely to be less 
steep or may even sag. 

Du Pont President Crawford H 
Greenewalt does not believe conditions 
brought about by the Korean truce 
and the return to competition are 
causes to worry. He warns that the 
“surest way to start a depression is to 
predict ourselves into one. Because 
people react with great sensitivity to 
signs and portents, those who predict 
in public take on a great responsibilty. 
There is, in my opinion, no more rea 
son to credit current pessimism than 
there was to take to the woods i 
1945.” But after eight years of almost 
continuous expansion in all lines, most 
thinkers are more fearful of what 
“slowdown psychology” will do t 
business than they are of a recessiOM 
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WALL STREET 





LIKE SO MANY urchins trudging back to 
school, the bears returned to Wall 
Street. It had been a light, lazy sum- 
mer. Labor Day terminated 90 dog 
days: the first 70 had seen the Dow- 
Jones 30 Industrials sweat out a 14 
point gain to 276.7; the last 20 saw a 
weary skid wipe it out. 

Was the market down to its barrel- 
bottom “support area”? Brokers Har- 
ris, Upham cited Standard & Poor's 
480-stocks index as most consistent in 
the past and hence most crucial: 176- 
181. The area had “become almost as 
important a battle line for bulls and 
bears as the 160-165 area was from 
1946-49; now the question is which 
side has the greater force in coming 
sessions.” Past low points for the 480- 
stock average: November 1951, 176.6; 
February 1952, 179.6; April 179.9; 
October 180.6; June 1953, 179.9; 
(August, 183.4). D-J’s Industrials’ area 
was 255-263, but the line had been 
not as positive; November 1951, 
255.95; February 1952, 258.49; May 
256.35; October 263.06; June 1953, 
262.88. 

Dow theorists watched for the 
breakthrough of the October-June 
downline. For rails, this ran 99.6-97.2. 
Violation of the rails’ 97.2 and the 
industrials’ 262.88 would bode further 
evil. It happened August 31: Indus- 
trials plunged to 261.22, rails to 95.63 
—both new closing lows. 

After all five lows in the D-] Indus- 
trials, rallies of 7% to 11% followed. 
Too, the market had kept always above 
its first-half lows in every July-Decem- 
ber period since 1946. Said the logi- 
cians: “It seems wise to be hopeful.” 

Conservative Paine, Webber, Jack- 


son & Curtis piled one wish atop an- 
other: “. . . If the indexes are able to 
show an uptrend in the near future... . 
it would provide a considerable lift to 
market psychology on the theory that 
an approximate double bottom (June- 
September) has been made .. .” 

Drifting contrary to business condi- 
tions, Wall Street was bucking a con- 
tinuing rise in the nation’s capital wel- 
fare (see “The Economy,” p. 6). Rea- 
son: early cracks in the boom were 
overwhelmingly anticipated. Earnings 
figures went right over the market’s 
bowed head. Profit-coining steels re- 
traced their post-Korean spurt. The 
cause: Iron Age’s cold-rolled forecast 
that “without question” overall ferrous 
markets will decline in the last quarter 
while consumers deflate inventories. 
Big fuse for Big Metal, nagged the 
mag, had been auto and appliance out- 
put—both beginning to ease. Heavy 
consumers and farm equipment was 
souring amid plenty of fanfare. 

Surprisingly, short interest declined 
by 17,000 shares in NYSE’s mid-August 
tally. In itself, the lighter count (1,- 
794,752) seemed anti-bearish. But 
while borrowed certificates were re- 
claimed and returned in defensives like 
foods, papers, utilities, the shorts had 
gained in some important base groups: 
metals, chemicals, radio-TVs, autos, 
rails. 

The big positions were mostly in 
carriers: (1) Missouri-Kansas-Texas 
with 82,090, (2) New York Central, 
54,955, (3) Baltimore & Ohio, 50,820, 
(5) New York, New Haven, 43,558. 

“Strangely enough,” pondered Wal- 
ston’s Eldon Grimm, this helped the 
market repel its first late-August skid 
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Rich Man’s 


Burden... 


It’s nice to be rich, sure. But wealth 
does have its problems, too. 


We know because some of our cus- 
tomers do have a fair amount of 


money, and over the years we've come 


to know them pretty well—come to 
appreciate a few of their problems. 


For one thing, nearly everything 
costs them more. 


From a home and help, through tips 
and taxes... 


From doctors’ bills to lawyers’ fees... 


From college alumni drives through 

the local community chest. 

Small wonder then that most people 
with money are sensibly concerned 
about investing it. They have to take 
more than ordinary care in handling 
their investments . . . must see that 
their capital is well-protected and still 
yields a reasonable income. 


That’s why we’re particularly pleased 
whenever anyone with wealth entrusts 
us with an investment problem. 


Whether it’s planning a complete 
program for any particular sum... 


Or giving them all the information 
we can about any stock they’re in- 
terested in... 


Or sending them an up-to-date re- 
port on their entire portfolio. 


We make no charge for any of these 
services either, whether you’re a cus- 
tomer or not. 


If you think we can be of help to 
you, why not come in and discuss your 
situation with me, or simply send me 
a confidential letter. 


WALTER A. SCHOLL 


Department SD-49 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 104 Cities 

















‘because when there is a big short in- 
terest the shorts supply a most worthy 
public service by buying in on a de- 
clining market and taking their profits.” 
Actually, the market took the more 
classic appraisal of high shorts be- 
cause rails, more than any single group, 
were pulling D-J’s 65 Combined Stocks 
downhill. From the August 6 “little 
peak” of 106.97, the 20 roads lapsed 
to 95.63. 


Rail wails 


They had been expected to do just 
the opposite. July carloadings were uni- 


formly and greatly above year-ago, av- 
eraged 20% to 35% increases, promised 
fat summer earnings. Josephthal & Co. 
picked ten roads to boost dividends. 
The D-J 20 had earned an average 
$20.84 in the 12 months through April, 
were paying only $6.20 of it in divi- 
dends, yielding nearly 7%. 

But W. F. Hutton’s (and Forses’) 
Lucien Hooper admitted the charts 
showed rails “not too pretty.” Febru- 
ary 2’s peak (112.27) was edged on 
March 17 (112.8) but subsequent ral- 
lies had missed the mark: July 8's 
108.84, August 6’s 107,86. Actual 
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GOING UP..to meet tomorrow’s steel needs 


Part of the story of Armco’s future is written in the chart shown above. 


It shows how the company’s index of growth in ingot capacity since the 
end of World War II has climbed ahead of the index for the industry. 


But there’s much the chart does not show about Armco’s plans for 
producing more special-purpose steels for tomorrow’s growing markets. 
For the company’s expansion program is a well-balanced program, 
carefully planned to improve Armoco’s position all along the line. 


It includes the development of new iron ore sources in Labrador- 
Quebec and in Minnesota... the modernization of all Armco’s plants 
...a new blast furnace and battery of coke ovens at Middletown, 
Ohio... new open-hearth and electric furnaces ...a new continuous 
mill and other facilities at Ashland, Kentucky. 


All in all, it’s a story of growth and progress at Armco—a story that 


holds great promise for the future. 


MIDDLETOWN, OHIO + THE ARMCO INTERNATIONAL CORPORATION, WORLD-WIDE 


ARMCO STEEL CORPORATION Wi 
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intra-day bottoms had declined: Jany 
ary 16, 108.15; February 9, 10695. 


April 6, 102.29; April 24, 101.02; June 


16, 99.06; September 1, 95.4 Hoope 
thought the rails had a special reasoy 
for their poorer-than-industrial pe 
formance: “There has been more ep 
thusiasm in the carrier shares to wash 
out—they have been relatively popula 
with traders so there are more trading 
positions to liquidate.” To Hooper, s 
D-J drop below June’s 99.58 low clos. 
ing spelled trouble, however ironical: 
“There has been less reason to sel) 
rails than to sell most other stocks 
. . . but the fact remains that it reflects 
a speculative attitude which the ip 
vestor should not ignore.” 

Where were the averages—and the 
market—headed? One theory gained 
Canyon popularity. Its crux: “This looks 
a lot like 1946.” Traders opined that the 
inability to rally well, plus the obvious 
apathy among investors, mirrored the 
summer months of seven years ago 
Then, just after Labor Day, a two 
month spill set the market on its ea 


duPont’s fundamentals 


Big Francis I. duPont & Co. took 
the thesis to task. “Its first fallacy, 
shrugged duPont, appears when mar 
ket actions are coupled with “funda- 
mental factors.” The early 1946 ad 
vance had been based on high expecta: 
tions of postwar boom, hopeful disre- 
gard of actual earnings and dividends 
then current.At its apex, industrials sold 
at 21.8 times earnings and yielded 
3.2%, said duPont. Today, based on 
estimated earnings for full year 1958. 
duPont pegs the price-earnings ratio 
for industrials at around 10, the yield 
for last-12-months dividends at 5.9% 
Despite a rise in interest rates, high 
grade corporate bonds provide 2.8% 
less return now than common stocks- 
beginning the 1946 bull stampede, in 


terest was but 0.6% less than industrial 


commons’ yield. Stocks were unreasop 
ably highpriced in 1946, holds duPont 
but they’re in better shape now. 

Too, the 1946 advance featured 
speculative buying, while the 1949-58 
surge lacked excessive speculation. It 
had been fathered by low-volume, large 
advances on blue chips. The high class 
shares would seem to offer less likeli- 
hood for serious repricing than did the 
stretched market after War IT. 


Funston’s installments 


Wall Street’s rapt attention to where 
the market is going was distracted some 
by NYSE Prexy Keith Funston’s no 
tion of who ought to help take it there 
His choice: the small-salaried investor. 
Since Brookings Institute propagated its 
estimate that total U. S. shareholders 
number a mere 6,300,000, NYSE Gov 
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emors have been laboring over Fun- 
ston’s Instalment Plan. They have 
patched up his trial balloon of last 
May, plan to lay it before the Exchange 
membership next month. 

Basically, FIP would allow piece- 
geal purchases of securities, probably 
in $40 instalments. Ownership would 
be deferred until full shares were 
bought. But brokers accepting the bits 
and pieces would turn them over to a 
single bank for combinations on the 
different issues. The bank would ac- 
cumulate, crediting each broker with 
his 6% out of the $40 instalments, and 
forward the amassed orders to a single 
broker for execution—thereby utilizing 
round-lot commission rates (average 
\% vs. 6% for odd-lots). 

Certificates bought would go to the 
bank. Each investor would get credit 
for his fractional portion of stock. As 
dividends were paid, he would be 
credited with that much (prorated) to- 
ward more shares. His purchase period 
would be specified at for one to five 
years, with the option of cancelling or 
trading at any time. At the end of the 
period he could renew, or take his 
shares (plus cash for any fraction) 
and, as one pundit grinned, “go his 
way rejoicing and dabble in securities 
a0 more.” 


4nti-FIP 


Mutual funds, which would com- 
pete for the small investors’ dollars if 
the plan is effected, criticize FIP for 
lack of diversification and man- 
agement of portfolio. Street critics add 
two arguments: (1) There would be 
total uncertainty as to potential vol- 
ume. Timeclock-punchers might be 
hard to entice at the higher odd-lot 
rates and the plan would go bust for 
lack of volume. If otherwise, many of 
the new breed might turn out to be 
wwitchers and cancelers—leading to an 
expensive administrative merry-go- 
round. 

(2) Is it right, as an ideology, to 
oroaden capital ownership by inviting 
participation of the novice? Street vets 
point out that holding the illusion of 
profits out to wage earners and their 
housewives might spell disaster to many 
family paychecks; after all, say they, 
the market cannot guarantee profits. 
Further, admitting the argument ex- 
ists for expanding capitalism’s base as 
an economic stabilizer (but not con- 
cedir:y it), critics note that no net gain 
woul) be achieved if small investors 
ended up merely swapping shares; 
since the number of outstanding shares 
is limited (by favorable taxes in taking 
bank loans over security flotations, 
among more arithmetic confines), big 
holders might have to be counted upon 
to reduce portfolios in order to make 
room tor more new stockholders. 
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another big GAR WOOD aie 


Americans move 1,000,000 miles a minute over their highways. We have 
60-million licensed drivers handling 55-million registered vehicles—more 
than was forecast for 1960. More than half our workers drive to their jobs 
... and their products go to market in 9-million trucks. A hundred thovu- 
sand buses carry 6,000,000 children to school and home again while 
postmen travel 1¥2-million miles of rural routes to serve 60-million rural 
homes. Today, traffic volume moves 500,000,000,000—or half a frillion— 
vehicle miles annually—and that may well be doubled by 1970. Yet, of 
our 3,300,000 miles of public roadways, two-thirds is dangerous and 
unsafe. 


86 per cent of all traffic moves over the 664,000 miles of our federal- 
aid highway system. This highway network is America’s main artery of 
commerce—any sickness in this system affects the very life-blood of Amer- 
ican business. Yet 424,000 miles of this system needs major overhauling 
right this minute. 


EQUIPMENT 


She 


BUILDS 


The inter-state system of 37,800 miles (shown in the map above) repre- 
sents little more than one per cent of the nation’s total but carries more 
than 100 billion vehicle miles of traffic. Yet, of its 31,831 rural miles only 
1,900 are considered adequate. Of 5,969 urban miles only 398 are ade- 
quate. Of 10,000 bridges, 19 out of 20-are substandard. A cold, factual 
study of America’s defense highway needs reveals damning shortcomings. 


The Automobile Safety Foundation puts the cost of modernizing our 
highway system at a staggering $85,500,000,000 . . . $5,700,000,000 
a year for 15 years. But the investment will be returned in business expan- 
sion and a stronger America for facts show that good roads make good 
business. Today we're faced with the mightiest construction challenge in 
history. Men, money and machines—including road-building equipment 
built by Gar Wood—must and will meet this challenge. 
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1953 highway construc- . 
tion budgets in millions 
of dollars. 


GAR WOOD INDUSTRIES, INC. 


GENERAL OFFICES *« WAYNE, MICHIGAN 


WAYNE DIVISION, Wayne, Michigan; ST. PAUL HYDRAULIC HOIST 

DIVISION, Minneapolis, Minn.; FINDLAY DIVISION, Findlay, Ohio; 

RICHMOND DIVISION, Richmond, California; NATIONAL LIFT CO., 
Ypsilanti, Michigan; UNITED STOVE CO., Ypsilanti, Michigan 
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“With all thy getting, get understanding” 


FACT AND COMMENT 


by B. C. FORBES 





ae 
~ AMERICA’S BRAIN POWER UNLIMITED 


Almost every civilized country has produced some emi- 
nently outstanding citizens. Even semi-civilized Soviet 
Russia has had a few; but, motivated by its inferior com- 
plex, it claims unique achievements by many. Admittedly, 
the United States has excelled all other nations in develop- 
ing industrialists and other business giants. 

The record indicates that we have literally several mil- 
lion men possessing latent talents which circumstances have 
prevented from blossoming to the full. Many sons of 
founders and upbuilders of towering enterprises make good, 
given opportunity, through birth and inheritance, to do so. 
This suggests that many, many members of the modern 
generation could display equal talents did they enjoy simi- 
lar opportunity. Illustrations of leading enterprises now 
successfully headed by second-generation or third-genera- 
tion scions will come to your mind. 

Consider, moreover, the almost limitless number of 
Americans born in humble circumstances who today head 
industrial, financial, insurance, railroad, other organizations 
unmatched elsewhere in the world. 

The dynamic head of the most mammoth steel company 
in all history, Ben Fairless of the U. S. Steel Corporation, 
is the son of a coal miner. The piloting genius of the 
world’s second-largest steel company, Eugene G. Grace, of 
Bethlehem, also began quite modestly. 

Almost every one of our towering oil corporate Goliaths 
has at its helm men who have made their own way from 
scratch. When Henry L. Doherty’s sole (brilliant) partner, 
Frank W. Frueauff, died very suddenly, the latter's very 
youthful assistant was named as a temporary stop-gap; but 
he immediately began to exhibit such extraordinary capa- 
bilities that he won full command, W. Alton Jones, was 
Cities Service president and a petroleum wizard. 

This is essentially true, also, of America’s matchless rail- 
way systems. Ditto our unparalleled insurance companies 
—among the world’s most amazing business phenomena. 
Our colossal office appliance manufacturers, also unparal- 
leled are the creation mainly of first-generation business 
geniuses. Neither General Electric nor Westinghouse is 
directed by blood relatives of the founders; both by strictly 
self-made men. 

One could go on and on in this vein. What impresses me 
most, and what I want to emphasize, is that, without doubt, 
America has a vast group of moderns, descendents of 
pioneering founders, as well as new blood, capable of effec- 
tively filling the most responsible business positions in the 
world. 

Yes, we truly possess unlimited brain power,, 
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WHEN WEATHER IS IMPORTANT 


The only time the weather concerns me is when on 
vacation. Then it is very important that the sky and wind 
are just right for fishing, that rain does not fall when you 
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have scheduled a day of golf. And, of course, you want 
sunshine on outings. 

I have just been reading “The Vagabond,” the very 
sprightly little monthly published these many, many years 
by my old friend, Tom Dreier. This sentence has made a 
deep impression on me: 

“A truth to accept is that your world consists of nothing 
outside of your own mind.” 

It recalled an incident I heard related half a century ago, 
A friend one day visited Millet, the world’s most famous 
painter of sunsets. The artist pointed with special pride to 
one, a glorious riot of colors, which had won great acclaim. 
“T never saw a sunset like that,” sneered his friend. 

“Don’t you wish you could?” calmly retorted Millet. 

‘Tis said that if a pig could pray, it would pray for more 
swill, nothing else. 

Tom Dreier adds: “Only that to which you have given 
recognition exists for you.” Thoreau, writing on natural 
splendors, says, “You will not see these splendors whether 
you stand on the hill-top or in the hollow unless you are 
prepared to see them.” 

We are bounded by ourselves. I vividly recall, when | 
was a boy, an evangelistic preacher declaiming: “What you 
derive from this or any other religious service depends upon 
the size of the cup you bring to be filled. If you bring only 
a tiny cup, you will carry away only a tiny cupful. If you 
bring a big cup, it will be filled.” 

It isn’t easy for us to enlarge our concepts, to expand 
our receptive capacity but, humbly, we must painstak- 
ingly, conscientiously try. 

7 
Halfheartedness never wholly succeeded 
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————"“ WORLD’S ONLY ONE 


Nowhere else in the world could any mercantile com- 


pany boast that it does business annually with four out of | 


every five families in the nation. 


Or that its net sales last year reached $2,932,337,701. 


Or that it has 190,000 employees. 

Or that, thanks to the 
establishment of a profit 
sharing system nearly 4! 
; years ago (1916), 114, 
600 of its employees now have a total investment worth 
$455,000,000, of which only $74,000,000 represents the 
amount deposited into the fund by employees from theit 
wages and salaries. The employees’ profit-sharing fund to- 
day owns 25% of the company’s stock. 

The retail division alone has approximately half a billio# 
customer transactions annually, is the world’s largest dis 
tributor of general merchandise. 

Its mail-order business, without parallel in the world, 
is today the greatest in its long history. 

This enterprise is Sears, Roebuck & Company. 





FABULOUS ENTERPRISES | 
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_ dt started very humbly ini 1886, remained -exclusively a- 
mail-order concern until 1925. 

Then it began opening retail stores, drove full-steam 
ahead, and during twelve months in 1928-29 established 


an average of one new store every otlier business day. 

Now; 684 retail department stores located in every U. S. 
State, also 20 retail stores in Latin America. Too, it con- 
ducts 11 large mail-order plants and 537 catalogue sales 
offices in small cities and towns. 

Approximately 70% of sales are achieved through the 
retail division, the balance through mail order. 

It purchases from 20,000 manufacturing sources. 

Many of its goods, although produced by other concerns, 
bear the Sears, Roebuck brand name. 

All this has not been accomplished without phenomenal 
sales effort. Circulation of its catalogues exceeds 15,000,000 
annually. Its two principal catalogues contain about 1,400 
pages, list some 100,000 different merchandise items. 

Rural dwellers no longer constitute the only users of 
Sears, Roebuck catalogues. Through a large network of 
telephone-order offices, the company reaps a huge volume 
of catalogue business from residents of metropolitan areas. 

Like most of America’s monumental enterprises, suc- 
cess has been due to one or two or three outstanding in- 
dividuals. Sears, Roebuck has had three: Founder Richard 
W. Sears; followed by the famous philanthropist, Julius 
Rosenwald; latterly by a distinguished Army officer, General 
Robert E. Wood. The last-named is directly responsible for 
the company’s $300,000,000 retail expansion, with astound- 
ingly successful results. 

Foreseeing the vital impact the automobile would have, 
Sears located most of its large retail stores in outlying areas 
where abundant parking facilities could be made available. 

This is the world’s greatest mercantile saga. __ 


* 
Spendthrifts end suicidally. 
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RIGHT ATTITUDE TOWARDS JOB 


On my recent motoring between New York and Maine, 
| was particularly interested in watching how workmen 
repair roads, etc. Frankly, some of them exhibited little 
activity, seemed to be loafing. The indifferent attitude of 
many workers recalled to my mind how a youth in the 
building trade described his job when I was in Glasgow 
(Scotland) last year. It was lunch-hour. When asked if he 
was employed on the building under construction, he 
replied: “I have the most important job of all.” Being 
obviously in his teens, he didn’t look the part. But he went 
on to explain enthusiastically: “Any of the other men can 


take a day off, but I can’t. If I weren't here, everybody 


would have to stop work.” 
I looked astonished, asked, “How come?” 


| 


In his own Glaswegian tongue, he continued: “I handle , 


the lift that takes all the material up to the men. I have 
to pull the ropes and get it up to the floor where the things 
are needed, wait until they are taken off, then lower it, 
and when re-loaded, hoist. it up again. You see now, don’t 
you, that everybody else depends upon me?” 

Didn't that little-educated young man have the right 
idea? While others doing similar duties on other buildings 
under construction might regard their task as menial, he, 
although doubtlessly paid not more than half as much as 
the skilled tradesmen, was buoyed up by a sense not only 
of self-respect, but of unusual responsibility, so much so 
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EISENHOWER’S FIRST EIGHT MONTHS 


Since President Eisenhower took office eight months ago, 
much has been’ accomplished. The shooting in Korea has 
been ended. International tension, since Stalin’s death, has 
been somewhat eased. The Truman budget for the current 
year has been cut almost $13 billion. The gap between 
income and outgo has been narrowed substantially. A high 
degree of bipartisan unity on foreign policy has been dis- 
played in the extension of foreign aid, extension of recip- 
rocal trade agreements, and the simplification of customs 
regulations. There is a new team running the executive 
branch, men not trying to sell Socialism or undersell the 
free enterprise system. Honesty, integrity of purpose, seem 
to prevail once more in the Tax and Justice departments. 

There have been disappointments. The battle to balance 
the budget has precluded tax reductions. To absorb the 
scheduled $11 billion tax losses next year, a substitute 
source of revenue must be found. Our trials and tribula- 
tions with the Communists will continue. 

It is difficult to understand what the critics—and there 
are many—are disappointed about with the new Adminis- 
tration’s first eight months. A twenty-year trend cannot be 
reversed overnight; a party twenty years in opposition 
takes time to become unified and used to new responsi- 
bility. The fact: that Eisenhower has not wasted time in 
dramatic clashes with individuals in Congress, or needling 
meddlesome spokesmen of his own party bodes well for 
the future. 

In eight months’ time the new Administration has 
emerged with some solid achievements, has developed some 
teamwork, and has adhered to the principles and objectives 
outlined during the campaign. Washington today seems to 
have a clear, clean, purposeful atmosphere. The absence 
of brilliant improvisation, of spectacular political sleight- 
of-hand, is refreshing. 

If the next fourteen months can continue the same pat- 
tern as the first eight, I believe the verdict of the American 
people next November in the Congressional elections will 
be favorable-—-MALcoLM Fores. 





that he didn’t dream of failing to be on duty even for 
one day; otherwise, in his reasoning, everybody would be 
made idle. 

It reminded me vividly of something I read perhaps hall 
a century ago, to this effect: A visitor asked one man of 
many , engaged in a vast yard adjoining a huge Italian 
cathedral under construction, “What are you doing?” 

“Tm chiselling,” was the reply. 

He asked a second workman similarly emplayed, “What 
are you doing?” 

“I'm chiselling this big piece of marble into a perfect 
block for the cathedral,” was his response. 

The reply of a third, when asked, was: “I’m helping to 
build this wonderful cathedral.” 

Alas, too many. workers today regard their work as hum- 
drum, monotonous, uninspiring. They lack the imagination 
to feel, to sense, that they are a necessary part of the 
whole enterprise, that they are contributing essentially to 
the: final. product of their company, to supplying fellow- 
mortals: with some highly useful product. Some big com- 
panies, but not enough, are now taking pains to bring 
home to, their workers, even the humblest, that they are 
rendering invaluably useful service. 


em 
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TOBACCO 





WHICH CIGARET? 


Last YEAR, when Lorillard’s Harris 
Parmele introduced the Kent cigaret, 
he made an amazing allegation. The 
Kent’s filter tip, said he, “permits 
smokers to inhale air which contains 
fewer bacteria and dust particles than 
the air they normally breathe.” 

To publicize this claim and others, 
the Big Five tobacco companies last 
year spent $66.7 million on printed ads 
and radio or TV time. That amount— 
increased from 1951’s $56 million— 
helped spur their cigaret sales by 4.8%. 
Despite continued high ad budgets this 
year, cigaret consumption has not 
grown apace. Government figures 
through May show a decrease of 1.8%. 

While consumers laid off cigarets, 
investors laid on. The five major tobac- 
co stocks have gone up 25% in eight 
months. Over the same span the Stand- 
ard & Poor’s 480-stock index shows a 
paltry 1% gain—all that is left of the 
Eisenhower bull market. The tobaccos’ 
move combined offensive and defensive 
elements. Defensive-minded investors, 
wary of stalled “growth” issues, have 
switched to the puff purveyors, whose 
commons are traditionally depression- 
resistant. The offensive-minded see big 
possibilities in the removal of cigaret 
price ceilings effected on February 26 
last. 

_ The rise in the tobacco commons has 
aot been uniform. At last month’s 
peaks, the gains looked like this: 


Price, High, 
; Aug. 1952 Aug. 1953 ine. 
Lorillard ....... 21 30% 45% 


American ...... 56 77% 89% 
Reynolds ...... 36 49 36% 
Liggett ........ 64% 82 27% 
Philip Morris.... 46 55 20% 


The big volume travelers have been 
the biggest, American Tobacco and R. 
J. Reynolds. And the big surprise in 
terms of price appreciation has been 
Lorillard, oldest U. S. tobacco firm. Are 
they the biggest bargains? 


Profit spreads 

Last February's price increases made 
quite a difference in profit margins, as 
reflected in first-half earnings figurés. 
Reynolds, which averaged 76-77c pre- 
tax margin per 1,000 cigarets during 
1951 and 1952, edged its spread up to 
79c. American Tobacco, with Lucky 
Strike declining and the narrower-mar- 
gined Pall Mall and Herbert Tareyton 
kings advancing, showed a 59c spread 
in 1951, 58c in 1952, and recouped to 
38ce in the six months ended last June. 


Almost duplicating American’s ex- 
perience was Liggett & Myers (Ches- 
terfield, Fatima). Its margin dipped 
from 60c in 1951 to 53c last year, when 
the Chesterfield king-size was intro- 
duced. For the first half, spread re- 
bounded to 59c. The lowest-volumed 
member of the Big Five, Lorillard, still 
operates on the narrowest margin: 39c 
for the June half, 36c for 1952, 89c for 
1951. 

Philip Morris, whose unit sales have 
declined in the last two years, has 
benefited most from the price lift. Its 
first (June) quarter figures indicate a 
pretax margin of 7lc per 1,000 cigarets, 
a spread second only to Reynolds’. 
Significantly, both are basically one- 
brand companies, with no appreciable 
king-size sales as yet. 


Growth 

Only a year ago Philip Morris was 
considered, the nearest thing to a 
“growth stock” in the cigaret industry. 
But analysts who so tagged PM over- 
looked its topheavy dependence on lady 
smokers (who are now falling for Pall 
Mall), its less-than-national distribu- 
tion, and its slowness in breaking into 
fiew markets. Philip Morris king-size 
did not appear until January, after a 
belated, expensive and unsuccessful at- 
tempt to give the Dunhill king a quick 
buildup. Other factors helped PM sales 
to stall from 1950 to 1951 at 44,000,- 





LORILLARD’S HALLEY: 
look, ma 


000,000 and then decline to 41,000. 
000,000 last year. Chairman Al Lyon. 
an old proponent of the personal sale 
touch, has allowed his staff of field 
samplers to stabilize while rivals were 
reinforcing their sales battalions. At the 
same time he has poured big money 
into mass advertising. But last years 
Dunhill campaign cost $1.1 million, © 





2 growing 59c 
1 growing 89c 
1 static 


Lorillard ..... 
Philip Morris . . 


Brand Pretax profit 
diversification per 1,008 
(over clgarets 
8,000,000,000 st half 
yearly) 1953 (est.) 
Reynolds ..... 1 growing 79c 
1 declining, 
American ..... 2 growing 58c 
Liggett & Myers 1 declining, 


Advertising 
a a a 
units, 2 aoame, revenue, inventer) 
years 1952t 1952 Dee., 1952 
9% 15.7¢ 5.7% 26% 


15% L1.3¢ 7.5% 38% 


6% 16.5c 5.4% 274 
24% 34.3¢ 8.5% 24% 
-5% 26.9c 4.2% 17% 


* June quarter 1953. + Except billboard, poster and talent costs. 








Pretax 
profit, 
Diversification 1953 
Reynolds ..... 3 cats 
American ..... 1 4 
Liggett & Myers 2 8 
Lorillard ..... 4 5 
Philip Morris 5 2 





Debt-to- 
Growth, Advertising Laber inventory 
1950-1952 expense ratio ratic 
8 2 8 8 
2 I 4 5 
4 8 2 4 
l 5 5 2 
5 4 l ] 


This chart translates figures in the upper chart into rank-order numbers . . 
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OLD GOLD TRADEMARK: 
. +. my product mix is dancing 


$1.18 for every 1,000 Dunhills sold— 
more than the brand could possibly 
contribute-to pretax profit. And “I Love 
Lucy,” the TV. half-hour costing a re- 
ported $3.2 million a year, has not yet 
paid out in sales of Philip Morris. In 
two years, the company’s unit sales 
have shrunk by 5%. 

In percentage terms. the big sales 





growth has been displayed by little 
Lorillard. Aside from Camel, the na- 
tion’s No. 1 brand, Lorillard’s Old Gold 
is the only growing brand among the 
standard sizes. When the king-size Em- 
bassy failed to respond to promotion, 
its budget was clipped 30% and a king- 
sized Old Gold added to the line. The 
filter-tipped Kent, selling at $12 per 
1,000 vs. $9 for standard brands, does 
not require big volume to pay off: its 
profit margin is tremendous—about 
$3.50 per 1,000 before advertising and 
taxes. All this turning on a dime has 
pushed unit sales up 24% in two years. 
In unit terms, this amounts to about 
5,000,000,000 cigarets. 

The volume grower—20,000,000,000 
more cigarets in 1952 than in 1950— 
has been American Tobacco, the in- 
dustry’s only billion-dollar-sales outfit. 
The much-heralded swing to king-sized 
cigarets is really a swing to American’s 
No. 2 and No. 3 brands, Pall Mall and 
Tareyton. Except for the Chesterfield 
king, which cannibalized the Chester- 
field standard for much of its 8,500,- 
000,000 volume, no other 85-millimeter 
gasper has shown the growth of Amer- 
ican’s twin kings. By the end of this 
year, Pall Mall will come close to dis- 
placing the Chesterfield standard as the 
industry’s No. 3 brand. 

American Tobacco’s management is 
distressed by the decline of Lucky 
Strike, its traditional No. 1 brand. Once 
neck-and-neck with R. J. Reynolds’ 
Camel, Lucky is now eating the latter’s 
dust (1952: 82,200,000,000 vs. Camel’s 
118,500,000,000). In two years the 
standard-length Lucky has dropped 9% 
of its volume. But with Pall Mall and 
Tareyton rampaging, Big Tobacco as a 
whole has increased unit sales by 15%. 





improvement in 








value Return on Olvidens pretax profit, Price; 
¢rowth, net worth. payout, and quarter 1953 Composite earnings Recent 
1943-52 1943-52 (943-52 over year 1952 Ranking ratio orice/share 
RIE 14 % 667 12.3% vs. 10.9% 8 15.0 $44.75 
92% 15 % 64% 9.6% vs. 7.4% | 14.0 $73.00 
34% 11.5% 152 9.1% 08s. 7.3% 4 13.7 $75.00 
19% 9 @ 74% 8.4% vs. 5.5% 5 12.6 $28.00 
84% 14.4% 59% 10.1% vs. 7.1%° 2 11.9 $52.00 
‘June quarter 1953 
Book value Return on Oividend oa. 
Growth, net worth, payout ment, Composite Priee/earnings 
1943-52 1943-52 1943-52 2nd quarter ranking ratio Price 
8 3 8 5 8 15.0 $44.75 
1 1 4 3 1 14.0 $73.00 
4 4 1 4 4 13.7 $75.00 
5 5 2 2 2 12.6 $28.00 
2 2 5 l 5 11.9 $52.00 


and combines them to arrive at a “composite ranking” 


——— 
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By contrast Philip Morris had no tast 
growing secondary brands to take up 
the slack of a shrinking standard. And 
while Liggett & Myers’ Chesterfield 
standard declined even faster than 
Lucky Strike—12% in two years—its 
companion Chesterfield king has helped 
L & M volume to increase 5% in two 
years. 

The big exception to the standards 
decline is Camel. All by itself; this 
brand sells as many cigarets as the 
combined unit volume of Liggett & 
Myers and Philip Morris & Co., Ltd.. 
Inc. Camel’s 8% two-year growth 
against the trend is due to R. J. Rey- 
nolds’ don’t-miss-a-trick management. 
which spends more on advertising. 
maintains a bigger sales force and packs 
the hardest sell of any cigaret maker. 
It is also due to Reynolds’ 67% tax 
bracket. Reynolds’ sales vigor is dupli- 
cated by its financial sharpness: its 
management pays less for labor, bank 
money and even advertising than the 
industry average. From the long-term 
bankers’ viewpoint, Reynolds’ depen- 
dence on one brand is probably less 
attractive than American Tobacco’s 
three-way split. But from the Wal) 
Street viewpoint, that one brand is so 
good and so profitable that Reynolds B 
commands the highest price/earnings 
ratio among the Big Five. ; 


Advertising 


One measure of sales efficiency is the 
advertising cost of selling each 1,000 
cigarets. As column four of the accom- 
panying table shows, ad costs per unit 
go down as volume goes up; the cigaret 
business is a classic case of economy in 
mass distribution. ForBes’ ad costs are 
computed by using published figures 
on time and space charges; talent fees 
and other incidentals, not published 
and difficult to estimate, are omitted 
Thus Philip Morris’ advertising expense 
is understated, since firm figures op 
talent charges (mostly for Televixen 
Lucille Ball) are not available. To a 
lesser extent the same is true for Amer- 
ican Tobacco and Liggett & Myers. 
Probably the Reynolds advertising fig- 
ure is more understated than any, 
owing to its liberal use of such extras 
as car cards, stairway plates and bill- 
boards. The importance of sheer size 
to profit margins is seen by comparing 
American Tobacco with little Lorillard. 
The difference between American's 
spread per 1,000 cigarets and Loril- 
lard’s—19c—roughly equals the differ- 
ence between Lorillard’s ad cost and 
American’s—23c. 

The intrinsic growing power of 
American’s twin kings is revealed in 
their light advertising budgets. Pall 
Mall has been increasing sales 30% a 
year with ad expenses of 7c per 1,000 








P.M’S LYON: 


in 1951, 9.7¢ last year. Tareyton, with 
similar growth on a smaller scale, has 
cost 7.8c and 7c to advertise. Lesser 
and later entries in the king-size derby 
have spent tremendous amounts with- 
out achieving like volume: 

® Reynolds’ Cavalier spent $1.48 per 
1,000 in 1951, 53c in 1952. 

© Liggett’s Fatima spent 9lc and 
75e. 

® Philip Morris’ Dunhill spent 42c 
and $1.18. 

® Lorillard’s Embassy spent $1.29 
and 5lec. 

Despite all this, the total sales of 
these brands last year amounted to only 
14% of Pall Mall (46,000,000,000) and 
Tareyton (12,800,000,000) combined. 


The labor ratio 


As in all industries, the ratio of pay- 
roll costs to sales goes a long way to 
determine profits. Here’s how the Big 
Five lined up last year: 


Labor Pretax 


Ratio Profit 
Philip Morris ....... 4.2% 9.2% 
Liggett & Myers... .. 5.4% 7.5% 
ee ee 5.7% 10.8% 
Ameriogn’ .......... 7.5% 8.2% 
| ES 8.5% 6.4% 


In general, low payrolls equa’ “gh 
margins. The correlation is not exact in 
the case of Liggett & Myers; there is 
some evidence that Liggett cuts’ costs 
by thrashing green tobacco instead of 
stemming, a procedure its rivals are 
loth to follow. Philip Morris’ lowest 
labor ratio is slightly misleading; Lyon 
& Co. still buy their leaf through Uni- 
versal Tobacco and so the salaries of 
leaf buyers do not appear as payroll 
expense. In the vital labor aspect of 
operations, Reynolds enjoys the most 
efficient (i.e., the most concentrated ) 
manufacturing setup, as well as the 
least expensive labor pool. Although 
Western Electric has moved into Win- 
ston-Salem and disturbed Reynolds’ 
100% dominance “of the local labor 
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DUNHILL COMMERCIAL: 
how much advertising can one brand afford? 


market, the Camel caravanserie remains 
the Big Five’s only non-unionized work- 
force. At the bottom of the labor totem 
pole are American Tobacco, whose 
making operations are split into four 
cities and require a disproportionately 
high number of employees; and Loril- 
lard, which still derives 12% of sales 
revenue from a wide variety of cigars, 
smoking tobacco and chew. This, to- 
gether with its smaller volume, does 
not make for a low labor ratio. 


Debt 


Financing the three-year leaf inven- 
tory needed for cigaret blending is the 
major headache for the industry's 
treasurers. In the last 20 years earnings 
have been insufficient for this purpose 
and debt has steadily mounted. Al- 
though a going brand’s leaf reserve is 
worth “80% cash” in the words of one 
Big Five treasurer, ease of borrowing 
does not reduce the cost of interest pay- 
ments. 

American Tobacco carries the bulk- 
iest debt load, $244 million, represent- 
ing fully 38% of inventory value. This 
year it will cost $7.4 million merely to 
service this debt. At last year’s 56% tax 
rate, this will cost stockholders 65c a 
share (last year’s net: $4.79). Interest 
charges on short-term commercial 
paper may lift this cost to $1 per share, 
net. 

Over the years, as Department of 
Agriculture acreage quotas and price 
supports have driven up leaf prices, 
debt ratios have increased. Philip Mor- 
ris, which had no funded debt when 
it first became a factor in the U. S. 
smoke scene, has accumulated an 
amount equal to 17% of inventory as at 
March 30 last. The others—Reynolds, 
Liggett and Lorillard—ranged around 
25% at 1952’s end. However, with its 
April flotation of $22.5 million in 3%% 
debentures, Lorillard’s debt-to-inven- 
tory ratio is now near that of American 
Tobacco. 
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Although leaf prices in the 1953 map. 
kets have not, for a change, outrun k 
year's, the inventory problem is by p 
means ended. Quotas and supports 
probably operate to prevent any great 
decline in leaf prices in the grades de. 
sired by the big blenders. The patent 
advisability of cutting back debt loads 
will probably operate to prevent any 
substantial dividend increases (al- 
though earnings will surely rise). Bar- 
ring some revolutionary new method of 
quick-aging tobacco leaf, the day of 
clean cigaret capitalizations is gone 
forever. 

Payout 

Over the last decade, dividends have 
been a liberal 67% of earnings. At the 
very least, present payout rates should 
be maintained. With financing a peren- 
nial problem and the cost of bank 
money increasing, maintenance of a 
market for stock issues is important to 
each of the Big Five. Thus, Liggett last 
year paid its “indicated $5”°—$4 regular 
and $1 extra—even though it earned 
only $5.11. Over a ten-year span there 
is little variation from the average on 
the score of payout, except that Philip 
Morris issued a stock dividend of 5% in 
1951, after its payout had dipped to 
30%, 41% and 57% of earnings in suc- 
cessive years. 


First-half tipoff 

Sales figures for 1953’s first half re- 
veal that Lucky Strike and Chesterfield 
standards are still losing ground, partly 
to Camel and partly to their own king- 
sized stablemates. Philip Morris sales 
are about static. Lorillard’s totals, ad- 
justed to allow for its substantial non- 
cigaret business, show a unit growth 
in excess of the 4% or 5% increase nor- 





REYNOLDS’ WHITAKER: 
one brand, one price . .- 
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mal for the industry in the last couple 
of years. Reynolds does not release in- 
terim revenue figures. 

Just as important as volume are the 
changes in pretax profit for the June 
quarter—first to reflect the increase in 
factory prices (standards: $7.56 to 
$7.94 per 1,000; Pall Mall and Tarey- 
ton, $7.60 to $8.03; premium kings Old 
Gold, Chesterfield and Philip Morris, 
$8.03 to $8.25). The ceiling lift seems 
to have saved Philip Morris’ bacon. Its 
spread, down to 40c on last year’s sales, 
is estimated at 7lc per 1,000 for the 
June period. Reynolds’ spread, already 
the highest, showed the least improve- 
ment. And Lorillard’s, still the lowest, 
showed the biggest jump after Philip 
Morris. All, however, registered con- 
spicuous improvement, justifying the 
conspicuous up-pricing of the Big Five 
in Wall Street. 


Kings and commons 

This up-pricing has been going on 
for 18 quarters. Since early 1949, the 
composite price/earnings ratio for the 
Big Five has crept up from 8.9 to its 
present highly respectable 13.6. The 
carrot inspiring this movement was the 
“inevitable” cigaret price rise, finally 
effected last February, plus—in the case 
of Reynolds Tobacco B—the prospect 
of EPT removal. 

During the four-and-a-half-year rise 
in price quotations, earnings have been 
squeezed between propped-up leaf 
prices and the retail ceiling. For all 
five companies, net was compressed 
from $8.67 per share in 1948's third 
quarter to $4.45 in the March quarter 
of this year. Second quarter earnings 
jogged encouragingly to $5.51. 

After melding the pros and cons of 
each cigaret maker’s record (see tables) 
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CAMEL CONCENTRATION IN WINSTON 


SALA 


American Tobacco emerges ‘with the 
No. 1 result. It scores impressive firsts 
in the things that count. It shows the 
best brand diversification, the lowest 
advertising expense, the highest return 
on investment and the biggest growth 
in book value—despite the writeoff of 
$54,000,000 for “brands and goodwill” 
during the decade ending 1952. Its low 
average margin is the price paid for 
diversification into king-sizes. Its rela- 
tively high payroll costs need not be 
permanent. At 14 times earnings, 
yielding 5.4%, it is getting out of the 
bargain class. A year ago AT went for 
11 times earnings and yielded 7%. 

No bargain either is Reynolds at 46, 
15 times earnings. Although the 
Camel drivers sport the highest profit 
margin, they fall at the median point 
on other counts. During the free- 
spending EPT years they have not 
established Cavalier as a_ profitable 
king-size brand. Their latest move— 
packaging that brand in 79c tins—is 
regarded in the trade as a last final fling 
before EPT comes off. At 15 times 
earnings, the market is predicting a 
dividend increase on Reynolds B (the 
present $2 yields only 4.5%). Despite 
the many inhalers willing to walk a 
mile for a Camel, and despite the 
prospective dividend increase, Reynolds 
B does not appear to have much more 
mileage left on the Big Board. 

Closest approximation to Reynolds, 
except in the matter of advertising 
costs, is Philip Morris. Also a one- 
brander, PM shows a profit margin 
second only to Reynolds’, a debt posi- 
tion and labor ratio second to none, and 
good book growth and return on net 
worth over a ten-year span. In recent 
quarters, of course, the growth has 
been stalled. This fact, together with 
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one manufacturing site, one big profit margin 
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market recollections of an. unsuccessful 
stock issue in 1946 owing to malad- 
ministration, makes Philip Morris the 
bargain of the current market. At 52%, 
or 12 times earnings, it yields 5.7%. 
Despite historical difficulties and the 
current stall, its top management is 
chockful of financial know-how in the 
persons of ex-banker O. P. McComas, 
president, and L. G. Hanson, treasurer. 
Its salesman supreme, chairman Al 
Lyon, is reportedly giving his advertis- 
ing strategy a complete overhaul for a 
fall or winter splash. Even if Philip 
Morris’ growth does not resume dra- 
matically, the expected return to a $6 
earnings rate should eventually get 
cognizance in Wall Street. 


Liggett & Myers common is essen- 
tially an income stock. At 75, it yields 
6.7%. Although its growth, either in 
units or in book worth, is not impres- 
sive, its profit spread is as wide as 
American Tobacco’s and its payout 
historically generous. Earnings should 
easily exceed $6 if the June quarter's 
$1.37 is any indication, thus providing 
a better coverage for the $5 dividend 
than last year’s $5.11. Ben Few has 
done well to hold his position; when he 
took over as president, Liggett’s for- 
tunes rested solely on the Chesterfield 
standard—like Lucky Strike, a tobog- 
ganing brand. In two years, Few has 
reinforced Chesterfield with a king- 
sized version—sturdiest long cigaret 
outside Paul Hahn’s American Tobacco 
line. At great cost, he has built Fatima 
to a volume of 4,200,000,000, which 
should show profits now that the unit 
ad cost is being scaled down. 


As the smallest cigaret maker, Loril- 
lard is thereby handicapped in matters 
like profit margin and unit ad costs. 
But its Old Gold, as mentioned above, 
is the only growing standard aside from 
the steadily-pacing Camel. Chairman 
Bert Kent and his new president, Wil- 
liam Halley, have kept their product 
mix really dancing. They were among 
the first to jump the king-size band- 
wagon with Embassy, and did not 
hesitate to try again last April with 
Old Gold king-size. Their filter-tipped 
Kent is a financial success, and even 
this may blossom into king-size. At 
almost 13 times earnings and yielding 
only 5.7%, Lorillard common may be 
somewhat overpriced. Its price advance 
for 12 months, from 21 to 28, was 
greater percentagewise (33%) than the 
movements of American Tobacco (30%, 
56 to 78) or Reynolds (24%, 36 to 44%). 

Having shown the least sales growth, 
Liggett and Philip Morris have also 
shown the least market growth—16% 
and 13% at Sept. 1 prices. But this very 
fact, together with their good financial 
histories, makes them most interesting 
at this stage of the market game. 
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ATCHISON’S GURLEY: 
in thirteen years, their debt ratios have been sliced in half 
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RAILROADS 





WORKIN’ OFF THE DEBT 
ONLY A FEW YEARS ago, railroad stocks 
were as popular as red ants on a 
summer picnic ground. When trust offi- 
cers and other professional money man- 
agers thought back to 1929 with New 
York Central at 256% and Pennsylvania 
at 110, they visibly shuddered. Some 
roads like the Rock Island still floun- 
dered in the bankruptcy courts. And 
all roads, with the possible exception 
of the Union Pacific and Norfolk and 
Western were anathema to respectable 
portfolio managers. Few had the fore- 
sight of Baron Rothschild who bought 
rentes when blood flowed in the streets 
of Paris. Only then was that investment 
so cheap. 

Today, except for a few diehards, 
rails represent promising purchases 
both for capital gains and for income. 
Good earnings, the first criterion for 
any investment, are abundantly present. 
But of almost equal importance for 
any long-term buy, railroad finances 
are now sounder than at any other time 
in their history. 

To see just how great this improve- 
ment has been, Forses has analyzed 
the capital structures of the country’s 
leading railroads in 1939 and again at 
the close of 1952. In the interim, high 
wartime earnings plus realistic court 
decisions have lopped off large pieces 
of top-heavy funded debt. This has 
sharply increased the coverage of fixed 
charges and preferred dividend require- 
ments. 

In 1939, the average railroad was in 
debt for over half its capital. Today, 
debt provides only a third of the 
average railroad’s funds, while the com- 


mon stock equity has increased propor- 
tionately. And where income covered 
charges less than twice before War II, 
last year’s near-high record net blan- 
keted current needs four times over. 
On second glance the debt picture 
is even better. For all class I railways, 
equipment obligations comprise 26.2% 
of total long-term debt, almost four 
times the proportion 14 years ago. New 
York Central, for example, jumped 


these certificates from 3.1% of total debt 
to 28.2% and Pennsylvania from 9.0% 
to 14.8%. At year-end 1952, equipment 
obligations actually comprised over half 
the total debts of Seaboard Air Line 
Railroad and Rock Island and 42.3% 
of C & O’s obligation. With their fixed 
annual reductions, these obligations are 
as close to a “cost of doing business” 
as debt can be. 

In 1939, both Seaboard and Rock 











RAIL DEBT FROM PRE-WAR II... 
1939 
" Times 
*Capitali- % Common 
zation % of Cap & Surplus & Pfd. 
12/31/39 in Debt to Cap. Div. Earned 
item Peele 2... ccccccces $1,089.6 34.6% 55.8% 1.82 
DD . <cccceaceve 568.5 61.5 35.8 1.07 
Atchison, Topeka & Santa Fe 1,083.6 30.6 57.9 1.12 
Norfolk & Western......... 469.7 11.0 84.1 10.51 
Great Northern ........... 739.0 45.2 54.8 1.61 
Northern Pacific .......... 756.6 41.7 58.3 1.01 
New York, Chicago, St. Louis 259.9 59.7 26.4 1.13 
Baltimore & Ohio.......... 1,036.3 64.2 80.1 a 
Southern Railway ......... 561.6 52.1 37.2 1.18 
Louisville & Nashville. ..... 425.0 53.6 46.4 1.78 
Atlantic Coast Line........ 817.4 45.6 54.0 1.13 
Pennsylvania ............. 1,803.8 38.4 61.6 1.40 
Southern Pacific .......... 1,147.6 83.8 66.2 1.20 
New York Central.......... 1,428.4 48.0 52.0 1.09 
Chesapeake & Ohio........ 630.0 35.6 62.0 3.64 
ROADS REORGANIZED 
SINCE 1939 
Chicago, Rock Island. ...... 355.8 86.4 ee 59 
Seaboard Air Line......... 267.7 94.2 we 95+ 
Chicago, Milwaukee, St. Paul 516.4 88.5 ow 2.78t 
EELS « . S2kiw on aecdiees 440.0 61.7 23.8 .90 
Chicago & North Western. . . 434.0 69.0 23.5 56t 
*In millions. + Fixed charges only. 
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PENNSY’S FRANKLIN: 


SOPAC’S RUSSELL: 





CENTRAL’S WHITE: 





C & O'S TUOHY: 


in thirteen years, their debt ratios have not quite held the line 


Island commons were under water. 
Subsequent reorganizations and heavy 
earnings have reduced debt to 42.1% 
and 24.4% of these roads’ respective 
capitalization. Aside from their equip- 
ment obligations, both roads are nearly 
debt free. Since equipment trust certifi- 
cates are self-liquidating loans (depre- 
ciations allowances cover their retire- 
ment long before the equipment’s use- 
fulness has expired), both these lines 
are well on their way toward a stabil- 
ity heretofore unknown in the railroad 
business. 


Two other lines, stodgy coal-carrying 
Norfolk and Western and still-growing 
Santa Fe, already closely approximate 
all-equity roads, N & W with 6.5% debt 
and SF with 15.3%. And as small as is 
Santa Fe’s debt, last year the company 
announced a voluntary sinking fund 
plan calculated to retire its non-callable 
$199.7 million debt in its entirety when 
the bonds mature in 1995. 

At the other extreme, the more 
speculative-minded investor can still 
choose among several highly-leveraged 
roads. The B & O, Erie and New York 








.»» TO POST-WAR I1% 
1952 
“satya Ca Equipment Times 
*Capitali- % of % Common Obligations Charges & % Change 
zation Cap. in & Surplus to Total Pfd. Div. in Dollar 
12/31/52 Debt te Debt Debt Earned Debt 
$1,110.7 18.4% 72.6% 10.6% 7.58 —43.1% 
576.0 $5.5 61.3 26.0 2.97 —41.5 
1,312.8 15.3 75.2 1.2 5.53 —39.5 
551.0 6.5 89.5 are 12.83 —30.9 
833.7 $2.1 67.9 23.5 4.48 —19.7 
840.0 31.8 68.2 14.4 2.57 —15.5 
370.7 37.4 52.8 21.0 3.31 —10.6 
1,201.9 50.0 44.8 17.6 1.17 — 9.7 
691.0 39.7 51.6 $1.5 2.55 — 62 
556.3 46.7 53.3 30.0 3.88 +14.0 
462.5 38.1 61.9 8.8 3.75 +21.6 
2,852.3 39.1 60.9 14.8 1.71 +61.3 
1,711.3 37.8 62.2 21.5 4.00 +66.5 
2,304.6 49.7 50.3 28.2 1.51 +67.2 
842.4 47.5 50.4 42.3 4,29 +78.7 
494.5 24.4 59.2 50.3 3.86 —66.3 
285.8 42.1 57.9 54.7 5.08 —52.3 
618.8 86.4 45.5 29.3 4.407 —50.7 
413.5 49.7 40.6 21.2 1.51 —24.3 
487.1 38.6 42.7 35.4 1.597 —18.1 


a 
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Central are all on the hook for half 
their holdings. Any one of the three 
roads could get into trouble if traffic 
fell off materially; but with such heavy 
borrowings, earnings pile up rapidly 
after the lines pass their break-even 
points. 

Both the B & O and Erie have siz- 
able preferred stock issues outstanding, 
giving additional leverage to their 
commons. In the case of Erie, the pre- 
ferred reduces the common equity to 
40.6% of total capital, for the B & O, 
44.8%. Other roads with relatively large 
preferred issues include the Santa Fe, 
Milwaukee, Chicago North Western, 
Rock Island, Southern Railway and 
Union Pacific. 

While some roads like the New York 
Central and Pennsylvania, scoring less 
than average postwar success, still do 
not earn their interest charges and pre- 
ferred dividend requirements at least 
twice over, financial giants like the 
Santa Fe, Union Pacific and Norfolk 
and Western cover their annual charges 
from five to over 12 times a year. 

Current ratios, on the other hand, 
have not changed materially since 
before War II. With heavy outlays for 
dieselization and property maintenance, 
railroads have had little opportunity to 
build up cash positions. Some lines, 
like the New York Central, are actually 
curtailing expenditures for lack of avail- 
able funds. But with most dieselization 
programs fast approaching completion, 
the dollar drain will soon steam to a 
stop. Street analysts, in fact, hypothe- 
size more dividend boosts on_ this 
assumption. - 

Any real recession would still throw 
a block in front of continued good 
earnings. But railroaders foresee no 
return to the throes of the ’30s. 
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PROFITS IN COPPER, 1952 


Pretax Pounds of 


Sources of Profit Metal Mined Pereent Profit 
Company Revenue (millions) (millions) Copper Poun 
Anaconda ......... Mining, refining, fab- $69.51 97453 66% $.0718 
ricating 
Calumet & Hecla....75% of profits from 4.22 05 72 1.06 
fabricating 
Cerro De Pasco..... 100% mining 16.18 282.7 38 0572 
Copper Range ...... Almost all fabricating 3.30 25 100 12.99 
in 1952 
Kennecott ......... Mining, refining, fab- 159.73 1,849.15 96 1183 
ricating 
Magma ........... 100% mining 83 52.86 67 .0157 
Phelps Dodge ...... Fabricating, refining; 66.58 47346 96 .1406 


75% of profits from 


Apparently, the more mining and the less fabricating a copper company 
does, the less its per-pound profit will be. Of the Big Three—all with 25% 
or more of profits from fabricating—Phelps Dodge mines most of its metal 
in the U. S., makes most per pound. Anaconda and Kennecott, with far- 
flung diggings, make less per shovelful. 








SEVEN-DOWN 


WHILE MosT copper producers adver- 
tised new highs in sales and earnings 
last month, major copper stock prices 
hung near new lows on Wall Street. 
If redmetal investors were blue, old- 
time tapewatchers raised few eyebrows. 
With copper equities, the erratic is 
normal. 

Evidence: In 1937, when copper 
sold for 18.4c a pound, price/earnings 
ratios of Anaconda, Calumet & Hecla, 
Cerro De Pasco, Copper Range, Kenne- 
cott, Magma and Phelps Dodge aver- 
aged 12.7. They climbed to 18.2 in 
1938 as the metal fell 3.2c. Anticipat- 
ing V-J Day as early as 1943, investors 
drove ratios from 8.3 to 20.6 by mid- 
1945, even though the OPA’s 12c 
ceiling remained for another year. By 
the time controls came off and big 
profits hove in sight, ratios plunged to 
an average 14.3 times earnings, kept 
falling to as low as 5.8 in 1947. During 
War IT%, controls went back on. But 





ANACONDA’S KELLEY: 





ret) 


KENNECOTT’S COX: 


with the same perverse logic demand 
for copper issues soared. The amount 
buyers paid for $1 of copper earnings 
went from 1950's $4.30 low to last 
year’s $14.60 high. When the lid was 
lifted again in February, copper darted 
overnight from 24.5c a pound to as 
much as 33.5c (see Forses, March 15, 
1952 p. 29). Ratios dropped to a 6.7 
bottom. 


At the market last month, the seven 
coppers limped 25% below 1953’s top 
prices although combined indicated 
earnings for the year were off only 3% 
from 1952. And almost all of the profit 
dip came from foreign producer Cerro 
De Pasco’s sad 66c net for the first half 
compared with $4.42 for the 1952 
period. Anaconda’s first half was dis- 
appointing ($2.01 vs. $2.19) because, 
as the nation’s second largest zinc 
producer, the company took lumps 
from lower zinc revenues. Earnings for 
the other five promised to climb a 
healthy 14% this year. 


PHELPS’ GAGE: 


their eyes are on the fabricating end 
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Behind the paradox is copper stock. 
traders’ long-time habit of discounting 
the present, peering ahead. To redmeta] 
men, what happened yesterday, what 
is going on today, is far less vital than 
what is likely to happen tomorrow, 
next month or next year. And the future 
into which coppers are moving looks 
uncomfortable. 

As U. §S. defense needs level oy 
and European living standards fail to 
get better, increased copper digging 
could cause a glut. As need for lead and 
zinc lessened toward the end of War 
II%, supplies came into balance with 
demand. Prices broke and companies 
like New Jersey Zinc, U.S. Smelting 
and St. Joseph Lead reported skimpier 
earnings. What happened in other non- 
ferrous fields may now be happening to 
copper. 

Danger to domestic producers, how- 
ever, is not just the threat of huskier 
competition for sales. If American 
mines produce higher tonnages than 
any other, their costs are highest, too. 
With direct wages accounting for the 
biggest percentage of revenues, U5. 
miners’ average $1.95 an hour is almost 
as much as some foreign workers eam 
in a week. And regardless of mechani- 
zation, extraction bills get bigger as the 
lode thins out. In Africa, where 
Rhodesia and The Belgian Congo share 
a deposit 40 miles wide and 200 miles 
long,.miners have two advantages, (1) 
cheap labor, and (2) copper content 
of 3.5% to 7%. U.S. ores average a bare 
1% copper content. 

For the domestic industry, this situa- 
tion is getting worse rather than better. 
Spurred by government subsidy and 
the nation’s need, U.S. diggers have 
lifted almost all high-grade ores, cut 
the estimated life of established mines 
to about 20 years. To alleviate the cost 
problem last month, the General Ser- 
vices Administration agreed to buy 


8,000,000 pounds of copper from Cop- | 


per Range Company at 82c a pound 
over the next two years. 

Similar encouragement in the form 
of loans, price protection and rapid 
write-off certificates helped open 
Phelps Dodge’s Morenci diggings i 
Arizona and mines for Magma and 
Anaconda. 

Aware of diminishing domestic ores, 
Anaconda and Kennecott have invested 
heavily overseas, and the Big Three 
now holds about 40% of known world 
reserves. But it is unlikely that higher- 
profit foreign operations can balance 
out losses at home, especially since 
most governments are reluctant to se 
earnings flow away. In Chile, where 
both Anaconda and Kennecott are 
heavily committed, metal must be 
to the state at 24.5c a pound. Chile, # 
turn, has been offering it on the w 
market at 35%c, has recently found few 
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takers. If the South Americans lower 
prices to make sales, some metalmen 
believe companies will have to take 
proportionately lower shares. To get rid 
of a surplus last month, Chile offered 
65,000 tons to Washington for stock- 
piling at 30c. Since U.S. stockpiles were 
lowered during the Korean emergency 
(by 250,000 tons last year), chances 
are good that Chile will make the sale. 
But if it doesn’t and chooses instead to 
dump metal, prices will skid. 

On top of other problems is the rise 
of substitutes, namely, aluminum. Dur- 
ing years of shortage and high prices, 
users switched to the light metal (see 
Forses April 15, 1952, p. 22) for 
thousands of applications. At the 
moment, since aluminum is about a 
third cheaper than king copper by 
weight and only about one-sixth as 
expensive by volume, the ancient metal 
has a long way to go to recoup its 
losses. Copper’s 2c tariff (to be imposed 
if the price drops below 24c) is de- 
signed to protect miners’ earnings. It 
will more likely serve to emphasize the 
lightmetal’s lead. 

To assure maximum profits, all the 
Big Three have fabricating divisions, 
and all are frantically searching for 
richer deposits. Recognizing that 
aluminum can’t be licked, Anaconda 
Chairman Cornelius Kelley has al- 
ready joined the enemy by setting up 
Anaconda Aluminum Company (see 
Forses, Nov. 1, 1952, p. 25). Kenne- 
cott may soon follow the Big A’s cue, 
admits to exploring for bauxite in 
British Guiana. “We're looking into 
aluminum from the fabricating end,” 
says Kennecott’s President Charles R. 
Cox. And he has his eye in other direc- 
tions, too. To put tremendous cash 
reserves (about $250 million) to work, 
Cox is searching for oil with Continen- 
tal Oil Company. (Phelps Dodge re- 
cently put $19 million into 100,000 
shares of Amerada Petroleum.) With 
New Jersey Zinc, Kennecott operates 
Quebec Iron & Titanium Company, 
announced last month that iron-titan- 
ium slag output has hit 900 tons a day. 
If production bugs can be squashed, 
Kennecott has the same hopes of get- 
ting in on the ground floor of the new 
“wonder metal” market that lured 
duPont, Allegheny Ludlum, National 
Lead, Crane Company and a host of 
others into the field. 

Earnings from copper alone are 
directly tied to prices and in the trade 
an early price slide is considered 

almost inevitable.” Hence, Wall 
Street's low evaluation is not altogether 
Surprising. Meanwhile, hopeful inves- 
tors hanging on to their shares are 
looking to diversifiers Cox and Kelley 
and others like them to keep king cop- 
Pers future from being as erratic as 
its past, 
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LABOR RELATIONS 





Ike’s hands-off policy 


Everysopy and his uncle has al- 
ready commented on Eisenhower’s 
“six months in the White House.” 
So, to avoid being dubbed anti- 
social, this reporter hereby makes a 
formal bid to join the family. 

So far, the labor record of the 
Administration looks good. There 
have been no major labor disturb- 
ances since Ike took office, although 
there were a few situations that 
could have easily taxed the govern- 
ment’s machinery for settling dis- 
putes. The steel negotiations could 
have erupted into a serious strike, 
but instead the parties chose to 
settle across the bargaining table as 
each side agreed to compromise con- 
siderably from its original stand. 
On the surface it would seem that 
the steel settlement was strictly a 
union-management affair with the 
government playing no role in the 
final outcome, That’s not so. Eisen- 
hower’s “hands off’ policy was at 
the root of the quick and peaceful 
agreement between Big Steel and 
the union. This was the first time in 
20 years that a union the size of 
the United Steelworkers sat down 
to an important negotiation without 
the hand of a benevolent govern- 
ment on its shoulder. 

The non-intervention policy of the 
Administration was again demon- 
strated in the fight between the CIO 
Auto Workers and General Electric 
in Evandale, Cincinnati, where one- 
third of the nation’s jet engines are 
being built. After a thirty-day strike, 
the CIO wrote to Eisenhower and 
suggested that the government step 
in. The White House let it be 
known that the dispute could and 
should be settled by collective bar- 
gaining, and that’s exactly what 
happened. 

Whether this “do nothing” policy 
will reap results in 1954, when some 
whopping contract expirations come 
up, remains to be seen. But a good 
beginning has been made. 


On other labor matters, however, 


the record is marked by some in- 
ternal confusion, because Ejisen- 
hower has not yet seen fit to attach 
to his immediate staff an “aide,” 
“troubleshooter,” “liaison man,” or 
what have you, who really knows 
labor. Both Roosevelt and Truman 
had John Steelman, who served 
under the vague title of “Adminis- 
trative Assistant.” But whatever else 


may have been 
said about 
Steelman, he 
knew where the 
bodies were 
buried. No one 
kept in closer 
touch with 
unions, labor relations directors and 
labor lawyers than “Smiling John.” 
He had a long delicate finger on 
every pulse in the labor movement, 
so the White House was never with- 
out a free-flowing pipeline. 

Today, the White House is 
getting most of its labor relations 
information from the papers. When 
John L. Lewis and Dave McDonald, 
President of the CIO Steelworkers 
had their “secret” talk about 
merging, Ike and his aides learned 
of it from the New York Times. 
John Steelman would not only have 
known of the projected meeting, but 
after the talks would have briefed 
the President with a verbatim 
account of who said what to whom. 
A similar lack of liaison occurred 
even more recently when the Ad- 
ministration’s draft for new amend- 
ments to the Taft-Hartley Law 
leaked out. It seems that neither 
Nixon, Senator Alexander Smith, 
Chairman of the Senate Labor Com- 
mittee, nor Cabinetman Durkin had 
seen the proposals, A storm broke 
when the draft revealed that out 
of nineteen changes which Eisen- 
hower was planning to recommend 
to Congress, only one was favorable 
to management. All the others were 
concessions to unions. As a result 
of the furor everyone is now dis- 
owning the proposals. 

The same kind of confusion pre- 
vailed in the selection of a new head 
of the Federal Mediation and Con- 
ciliation Service. Some fifty candi- 
dates were recommended at one 
time or another. At the slightest 
squawk from a labor or manage- 
ment group, each of the names was 
quickly withdrawn. No one in the 
White House apparently took the 
time or authority to do an adequate 
job of screening and sounding out 
opponents and proponents of the 
prospects for this very important 
post. 

The root of it was clear: no one 
on the White House immediate staff 
whose principle function it is to 
deal with labor relations. 


Lawrence Stessin 




















MACHINERY 





HUSH-PUT 


Except for a few shivering duck hunt- 
ers, most small-boat owners are cra- 
dling their dinghies and settling down 
to a winters diet of Sports Afield, 
Field and Stream and Outdoor Life. 
So they will have something to read 
about in the outboard motor line, $24 
million Outboard, Marine & Manufac- 
turing last week announced a new line 
of Johnson Sea Horse put-puts. 

Outboard, Marine sells about 60% of 
all outboard motors made in the U. S. 
In addition to the Johnson Sea Horse, 
which sells one put-put out of four, 
O,M owns the Elto and Evinrude 
brands, makes private brand motors for 
Montgomery Ward. Lately it has been 
turning out generators, pumps and even 
a power lawn mower. 

But to Bill Jonas, sales director for 
the Johnson Division (see cut), little 
outboard motors ranging from 3 to 25 
horsepower are big business. When 
Jonas joined the Waukegan motor- 
maker in February of 1929, outboards 
were averaging 30,000 sales a year. In 
a couple of years the average was down 
to 13,000 for all brands. Before War II 
reduced production to zero over a four- 
year stretch, the average had climbed 
back to about 83,000. But after Hitler 
and Tojo called off the war dogs, 
American lakes and bays really began 
to vibrate. From 1946 through 1952, 
an average of 382,000 new Johnsons, 
Eltos, Evinrudes, Mercurys, Martins, 
Scott-Atwaters and other outboards hit 
the water every year. Jonas’ estimate 
for this year’s industry sales: 464,000. 

Possibly out of consideration for 
fishes’ eardrums, Johnson’s 5 hp. 
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JOHNSON’S JONAS: 4@ quiet shot for the profits locker 


model (which accounts for 75% of 
sales) has been redesigned to perform 
more quietly. Along with an extra half 
horsepower, a “twist-grip speed con- 
trol” and three-gear range (forward, 
neutral, reverse), the new 5% will sell 
for $205 ws. $187.50 for last year’s 
model. Retail price for the 3-horse- 
power job is around $145; for 10 h.p., 
$245; for 25 h.p., $300. 

Allowing for the 32% dealer discount, 
these prices—fixed, wherever legal, by 
“fair trade” contracts—add up to big 
revenue. Last year’s 192,000 O,M put- 
puts put about $30 million into its 
total sales kitty of $43 million. This 
year, if Jonas’ sales estimate holds, out- 
boards will steer about $40 million 
into Outboard, Marine’s cash locker. 

Early this year OMM common broke 
30 for the first time in its history. Since 
then it has plowed against the bear 
tide to 38, 10.5 times earnings. For 
a “businessman’s risk,” this is not 
low; but 41% of Outboard’s 712,829 
shares are held by the Briggs and Evin- 
rude families, making them fairly 
scarce in the market. 

OMM net is presently well-smothered 
by federal taxes, which last year took 
64c of every pretax dollar. With EPT 
due to change this, and outboard boat- 
men still put-putting relentlessly after 
bass and fluke, Jonas and his new quiet 
motor are making louder and louder 
noises in Wall Street. 


CIGARS TO ATOMS 


LATE LAST YEAR American Machine 
and Foundry’s (AMF) Board Chair- 
man Morehead Patterson told 9,000,000 
television viewers he was grateful his 
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company, “American Car and Foundry” 
(ACF), could help sponsor the TY 
show, “Omnibus.” Pat Patterson’s slip, 
which brought stockholder praise to 
ACF management, was understand- 
able: as one industry wag put it, “He's 
bought everything but ACF!” 

Last summer Patterson’s omnibus- 
like company, which in four years has 
acquired nine operating units in as 
many fields, was still in the market. 
AMF purchased facilities for a large 
Chemical Research and Development 
Lab in Connecticut; added atomic 
energy expert Arthur Peterson, for- 
merly with the Atomic Energy Com- 
mission, to the company’s growing 
atomic arm. 

Patterson, who inherited control of 
the company sired by father Rufus 
Lenoir in 1900, did not inherit papa’s 
business strategy. Founder Patterson 
worked twenty years on a cigar-making 
machine which revolutionized the busi- 
ness and made money for AMF right 
up to War II. When Pat Patterson took 
control in ’38, he realized the old 
standby wouldn’t be enough after 
1946, when rentals and royalties would 
run down. He began diversification and 
military production, has been continu- 
ing ever since. A year ago Patterson 
told a gathering of American Manage- 
ment Association members he would 
buy into any type of business, any- 
time, that looked profitable, revealed 
he had hired investigators around the 
country to look for companies wanting 
to sell out. 

The search has been productive. In 
five years AMF has quadrupled sales, 
hoisted net income, added two stock 
dividends to the normal 80c per share 
dividend on common stock. Patterson's 
favorites—new business and govern- 
ment work—accounted for 31% and 54% 
of 1952 sales, respectively. 

AMF’s summer moves point out the 
company’s direction. Although Patter- 
son men say little about their atomic 
work, over 500 of them have been mak- 
ing material-handling equipment fot 
the Atomic Energy Commission for 
several years. Company spokesmen 
play up the need for such equipment 
in peacetime public utility ventures. 
AMF’s chemists have already bubbled 
up a new tough sheet fiber with im 
sulating qualities. They are working im 
food, tobacco, other fields. 

Boss Patterson’s latest love, Canada, 
has not yet been AMFized. But it will 
be. A director of General Dynamics, 
whose Canadian aircraft facilities make 
big money, Patterson makes no bones 
about Canada’s future, claims AMF is 
looking north for “a spot that looks 
promising.” 

With steady dividends and no red 
ink years since 1927, American Ma- 
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chine hasn’t acted like a machine- 
maker for a quarter-century. Successful 
rental policy (a la IBM) carried the 
company through the thirties; war work 
has bailed out AMF since. From the 
time of Papa Patterson’s cigar-making 
innovation te 1952, American Machine 
was one of the top 25 capital gainers 
in American industry (see ForsEs, 
Oct. 1, 1952, p. 22). Whether Pat Pat- 
terson’s diversification schemes can 
match past performance in peacetime 
remains to be seen. 


FREIGHT CARS TO 
ELECTRONICS 


Wae American Car and Foundry 
could have used plenty of plugs two 
years ago, execs of the diversifying rail- 
road car maker could afford to laugh 
at AMF’s presidential slip of the 
tongue. 

As Board Chairman John Rovensky 
announced it late in July, American 
Car’s 54th year, which ended April 
30th, had been a beaut. Gross sales 
shot up 47% to $257 million; net blos- 
somed to $10.10 per common share 
(8.64 last year). 

Stockholders at American Car, how- 
ever, picked up much more than their 
counterparts at American Machine. As 
Rovensky frankly put it in the annual 
report, “...in a... ‘feast or famine’ 
business such as ours where the com- 
mon stockholders receive meager or no 
dividends in bad years, it seems only 
just to be liberal in good years.” In 
addition to last year’s $3 per share, 
ACF gave commoners a bonus $2 and 
a 10% stock dividend. 

Unlike AMF, American Car has a 
past-full of falls. Depending on rail car 
sales, the company showed losses 
a-plenty in the thirties, dipped under 
again in 1949 when freight car sales 
slumped to 741 (1950 sales; 30,014). 

Like American Machine, ACF has 
been digging in for diversification. 
Moving into electronics, aviation, ma- 
chinery, ACF hopes to take the dips 
out of its future. Rovensky’s diversifica- 
tion works two ways. Consolidating car 
making, American Car recently sold 
four expensive surplus plants which 
have been dragging on company profits 
for a number of years. Like Patterson, 
Rovensky’s second direction is looking 
hard for new companies. Last year 
he bought Avion Instrument (research) 
Company, ACR’s bid for new proper- 
ties is plagued, says the Board Chair- 
man, by “efforts by the present owners 
to unload ‘war babies’ with little peace- 
time future.” Still looking hard, Ro- 
vensky told stockholders ACF may buy 
two or three companies next year. In 
the meantime, as at American Machine, 
ACFers are thriving on war work which 
makes up two-thirds of their business. 
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INCREASE IN GUM-CHEWING is clear from indexes to consumption (solid line) 
and population (shaded bars, 1920=100). Since gum prices have not changed, 
solid line charts dollar sales as well as consumption (1919-1923=100). Like 
cigarets and perhaps even more so, gum consumption is depression-resistant. 





*Sources: Department of Commerce, Bureau of Census, Nat. Ass'n of Chewing Gum 


Manufacturers. 1958 figures are estimated. 


NICKEL’S WORTH 
“WE COWHANDS,” drawls Gene Autry 
on Wrigley’s television show, “chew 
Doublemint becuz it leaves our hands 
free for bronco-bustin’.” The implica- 
tion is that gum-chewing is a better 
way to discharge nervous energy than 
cigaret-smoking — which gum makers 
consider their biggest competition. 

Last year the average U.S. citizen 
chewed 35 nickel packs of gum, or 
175 sticks. The figure for cigarets: 117 
packs, or 2,340 smokes. William Wrig- 
ley Jr., American Chicle, Beech-Nut 
Packing and 26 lesser gum makers split 
$160 million in factory sales, all but 
$15 million within the U.S. 

For this total, three times the $57 
million manufacturers’ revenue of 15 
years ago, there are several reasons. 


‘PERCENT OF 
MARKET 
100 


Wrigley spends $10 million a year 
advertising three little words: “Deli- 
cious, healthful, refreshing.” Beech-Nut 
does likewise on a smaller scale. Amer- 
ican Chicle sounds almost as scientific 
as a cigaret advertiser: chewers “exert 
more energy . . . experience less tension 

. . suffer less fatigue . . . work faster 
. . . concentrate.” Some dentists recom- 
mend gum as a tooth-unclogger. And 
the National Association of Chewing 
Gum Manufacturers puts its finger on 
the one best reason: “Probably nothing 
else has offered so much innocent 
pleasure for so little money.” 

Amid inflationary price-doubling, 
chewing gum is the only popular prod- 
uct still retailing at a nineteenth cen- 
tury tag. Slick mass production, fantas- 
tically low labor costs (total trade 
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BIG THREE gum makers have U. S. market virtually spreadeagled, with P. K. 


Wrigley holding about 50% of sales. 


Last year’s improvement for American 


Chicle came from consumer response to Clorets, its chlorophyll chew. 
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GAS-FIRED 
UNIT HEATERS 
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FEATURING 


ALUMINIZED STEEL 
COMBUSTION CHAMBER 
AND HEAT EXCHANGER 


Corrosion-resistant Heat Exchanger is 
one-piece welded aluminized steel 
construction with interchanger tubes 
dimpled to stop warmup noises. 


Non-corrosive aluminized steel Com- 
bustion Chamber and Exchanger are 
welded into a single, leakproof 
assembly. 


Designed for all-around heating comfort 
and maximum fuel economy, Young Gas- 
Fired Unit Heaters are available in seven 
popular sizes, ranging in capacities from 
70,000 to 230,000 Btu/hr input. These 
lightweight, modern Gas Unit Heaters fea- 
ture all-welded, corrosion-resistant alumi- 
nized steel Combustion Chamber and Heat 
Exchanger. 

Other Young Unit Heaters for steam or 
hot water systems include ‘“Vertiflow,” 
Horizontal and Cabinet models. For details 
or catalog, see your Young Representative. 


GET THIS BOCK! 


CATALOG No. 2752 


Aluminum four-bladed propeller type 
fan is accurately formed and balanced 
to deliver maximum volume of air 
quietly. 





RADIATOR COMPANY 


DEPT. 1008-3 e RACINE, WISCONSIN 
Factories at Racine, W's, and Mattoon, lil. 


Sales and Engineering Re ves in all 
Principal Cities 





employment: 6,900), and advertising 


that often consumes 20% of revenue, 
all keep unit costs under the net sales 
price of 2.7c per pack. Of this, topdog 
Wrigley brought down a thumping 25% 
to pretax profit margin in 1952. Ameri- 
can Chicle returned 21%. Beech-Nut— 
with its Canajoharie, N. Y. plant and 
brass steamed up on other lines (baby 
food, peanut butter, coffee)—shot 1952 
sales 100% over 1944's to a record $81.5 
million, but its margin was only 7.4% 
overall. Beech-Nut’s figures prove what 
schoolkids already know—gum has the 
snap. 

Its formula, like its factory price 
(55c per box of 100 sticks, 53.9c after 
jobber’s discount) is traditional. Three 
tropical saps make the base: chicle, 
from Mexican and Guatamalan sapo- 
dilla trees; jelutong, from Malayan 
and East Indian dyera  costulata 
orchards; leche caspi, from the Peru- 
vian coumas. Importation of the finer 
chicle at graft-ridden Latin American 
prices (four times 1939’s 35c per lb.) 
runs between 15,000,000 and 20,000,- 
000 pounds yearly, is gradually being 
cut as synthetic polyvinyl acetate is 
substituted. 

The one-time social taboo on gum- 


‘ chewing is, after two World Wars, on 


the wane. Mass advertising has kindled 
mass consumption. Still, American 
Chicle’s profit margin has skidded 40% 
below 1937 as costs have swollen. 
Beech-Nut’s is down 41% over the same 
span. Wrigley production genius has 
made billboards and carcards pay off, 
but margin is 24% below 1937’s. Ironi- 
cally, thoughts of upping the nickel 
ante are dead. With heir Phil K. Wrig- 
ley at the helm (he writes ad copy, 
supervises plant, runs the Chicago Cubs 
in spare moments) five cents has 
become a sacred trust. This makes it 
an industry rule. 

After 1944, when Spearmint, Double- 
mint and Juicy Fruit trooped off to 
War II, Chicle and Beech-Nut added 
pennies to jobber prices, sighed with 
relief when the retail price held firm.’ 
But when Wrigley came marching 
home, the old 53.9c went back on, and 
its smaller rivals fell back into line. 
Now they are pressuring for another 
try, with talk running to an “eight- 
sticks-for-a-dime” pattern, but Phil 
Wrigley is not having any. Says a 
NCGMA spokesman: “We're not near 
the point of changing the price.” 

But Chicle and Beech-Nut, with a 
bigger profit shrinkage to recoup, are 
spreading to new lines while talking 
up the old ones. Chicle spends $8-$10 
million a year to advertise Dentyne, 
Chiclets, BlackJack, Beeman’s Pepsin, 
Adam’s Clove, Sen Sen, two years ago 
led the parade with chlorophyll. Last 
year, green Clorets gum and candies 
heaped a refreshing $5 million on total 
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sales ($47.8 million vs. $38.4 million) 


Beech-Nut, its streamlined food line 


accounting for two-thirds of volume 
added chlorophyll to its candy-coated 
Beechies line, switched mixtures in jts 
peanut butter, sent bubble gum into six 
test markets. 

Beech-Nut’s interest in kiddie cud js 
not shared by Wrigley or Chicle. They 
prefer to skip costs of the extra machip. 
ery required, “let somebody else edy. 
cate the children.” “Adult” gum figures 
to get the kids’ trade when they grow 
up. Proficient educator for years has 
been fourth-largest manufacturer, pr- 
vately-held Frank H. Fleer Corp. With 
250 employees, Fleer last year sold $6 
million worth of Dubble-Bubble—pink, 
yeasty chaw sold at a penny a kiss, 

Currently, Wall Street ranks the 
chew-mixers differently. Despite Wrig. 
ley’s $47,000 sales for each of its 1,619 
employees (compared with $19,670 per 
Beech-Nut man and $18,670 per Chicle 
man), and the Wrigley penchant for 
higher margins and more loyal cus. 
tomers, traders rate WWY second to 
AC. At 75, Wrigley is 14.7 times eam- 
ings; at 49, Chicle is 14.8; at 20% 
Beech-Nut is 14.8. For this year’s first 
half, results are good: Wrigley net is 
up 28%, B-N 16%, Chicle 10%. The 
market’s high esteem for chewing gum 
reflects defensive soundness as well as 
respect for dividends. Last year the 
Big Three paid out 96% of earnings. At 
going prices, the yields are Chicle 5.1%, 
Wrigley 5.8%, Beech-Nut 5.5%. 

Wall Streeters’ high appraisal of 
American Chicle, despite 1953 laggish- 
ness, is properly due AC’s quiet, 
money-conscious Chairman Tom Blod- 


gett. It is also tribute to Blodgett | 
green gum sensation, a promise of fat | 


profits in a health-happy age. Likewise, 
traders’ down-evaluation of Beech-Nut 
—worth 85 times earnings in 1946- 
makes some sense: Canajoharie’s baby 
food faces a pratfall while births 
decline; soaring coffee prices (which 
go to South Americans, not to Beech- 
Nut) are hurting volume. Too, B-N’s $6 


million 1958-67 funded debt—while by | 


no means severe, and covered amply by 


surplus—represents the only prior obli- | 


gation on a Big Three balance sheet. 
The other two have not gone to the 
banks, and none of the three has pre- 
ferred ownership. 

But the stock market might be 
low-bidding Wrigley. In 1940, Wrigley 
brought 22 times net. A new $3 million 
California plant a-building promises 
greater-than-ever participation in a 
growing industry. Insiders believe pé 
capita chewing will soon reach 
sticks. Gum makers like Wrigley, hold- 
ing the line on prices, ought to 
more “refreshment nickels” as 
tickets get bigger on sodapop, cigafets 
and bon bons. 
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AIRLINES 





4IRLINES LINEUP. 

\Wuen Eddie Rickenbacker became 
Eastern Air Lines’ first board chairman 
last month, he topped an airy career 
which took him from a War I cockpit 
to one of aviation’s toploftiest perches. 
The bush-browed eagle took over East- 
ern in 1935, immediately made money 
for the first time in airline history. He 
never scored a deficit. 

As he handed the presidency to one- 
time apprentice bookkeeper Thomas F. 
Armstrong, 51, Rickenbacker _ still 
boasted top billing on the 1943-1952 
fiscal record (see boxes). But in the 
summer doldrums which passed for an 
airline equity market (prices of the 
eleven major lines were off 20% from 
1953 highs), four carriers outshone the 
pioneer moneymaker in investor appeal. 

Pan American, which has to be good 
to fly through diplomatic redtape, is 
first in market favor. Big American, 33% 
bigger than Eastern, is No. 2 favorite. 
Dropping Eastern from first place in 
the heart of Wall Street is a series of 


factors arising from airline maturity: 

(1) Keeping out of red ink is no 
longer exceptional. Only struggling 
Braniff was in danger of scoring a defi- 
cit early this year. 

(2) Captain Eddie’s rich New York- 
Sunny South route is lucrative. So is 
American’s transcontinental network 
and Western’s growing Coast line. 

(8) EAL’s ambitious plan to finance 
$140 million in new equipment out of 
earnings, depreciation accruals and 
short-term losses (see Forses, Aug. I, 
1951, p. 27) brought plenty of admira- 
tion. But limiting his dividend payout 
to a meager 15% last year (14% for the 
decade) made few friends. Pan Amer: 
ican’s 56%/payout without a break since 
1940 gives investors a chance to specu- 
late on air travel’s future, get a fair 
yield at the same time, although Presi- 
dent Juan T. Trippe’s slate is weak in 
return on book value and pretax profits. 
United’s ability to stack up, steady. earn- 
ings and third-highest dividends (37% 
last year) should bring President _Wil- 
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Calculating Machines 


Lowest Priced, 
Complete Calculators 
on the MARKET! 


I. AIRLINES LINEUP, 1943-1952 


Book Current Net Income Pretax 
Value Assets to on Profit Dividend 
Growth Liabilities Book Value on Sales Payout 


Fee serene BFP se SES 
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1.58 5.4% 5.4% 56% 
1,94 18.7 10.8 31 
1.56 -3.9 : 0 
1.10 5.4 ‘ 25 
2.25 15.0 . 14 
1.63 9.1 ; 33 
1.62 46 ‘ 29 
1.65 42 : 10 
2.02 6.8 : 18 
2.05 11.5 k 26 
2.66 6.8 ; 53 


° Computed on fiscal years ended June 30. 
Percentage figures in these columns represent ten-year averages. 
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Il. AIRLINES RANKING, BASED ON 1943-1952 


arket 


per $i of Composite 
Earnings Ranking 


] $8.37 7 
4 6.79 8 
] 6.48 ll 
7 6.17 8 
9 6.16 1 (tie) 
8 6.05 5 
5 4.23 g 
0 4.17 10 
5 3.62 4 
6 8.16 1 (tie) 
2 deficit 6 
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Rank order numbers in the first five columns are based on performance figures 
in the corresponding columns of Table I. Column 6 shows price-earnings ratio 
es reported or estimated. Column 7 averages the first five columns. 
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uam Patterson's outfit more market at- 
tention then it has been getting. 

Trans World Airlines is held in bot- 
tom slot by deficits logged in 1946, 47 
and °48. And President Ralph Damon 
is determined to lighten his $45 million 
debt before cash dividends go out (see 
Forses, June 1, 1952, p. 27). A 10% 
stock dividend mailed early this year 
gained attention from the financial com- 
munity, cost nothing. Stimulating in- 
terest in TWA, too, is the line’s triumph 
in outselling Pan American in trans- 
Atlantic tourist travel after Trippe’s 
crew sponsored the idea and Damon 
violently opposed it two years ago. 
After topping his $13.3 million domes- 
tic operations net with a bare $321,791 
overseas profit last year, Damon filled 
98% of tourist seats and 72% of first- 
class space in 1958’s first half, has 
upped low-fare flights across the big 
pond to 20 a week. ; 

Renewed enthusiasm for foreign ser- 
vice flamed this summer when TWA 
Chairman Warren Lee Pierson pressed 
the Civil Aeronautics Board for permis- 
sion to fly from India to join Northwest 
at Tokyo. The route extension would 
set up a round-the-world lane in com- 
petition with Pan American. At the 
same time PAA is seeking the go-ahead 
to fly east via Alaska—Northwest’s 
present path—instead of the long way 





CAPITAL’S CARMICHAEL: 
he was disappointed 


from West Coast ports. Wanting new 
routes of his own, Northwest’s new 
President Harold R. Harris brashly 
accused PAA of “cannibalism.” In re- 
turn, PAA VP Alvin P. Adams hit ex- 
Trippeman Harris where it hurt, 








Here, in the heart of America’s great corn belt, these cribs 
are loaded to the brim every harvest time. Farmers and 
businessmen know it pays to build peak production. 






one 


REG. U, S. PAT. OFF. 


From the soil, ultimate source of all growth, spring these rich 
yields. Yearly, growing crops drain the soil of vital plant-food 
elements. Fertilizers help restore them. 

J 

> 


Many of the most effective fertilizers contain POTASH, often 
Sunshine State Potash of New Mexico. POTASH nourishes 
the soil, strengthens crop resistance to disease and drought, 
proving a valuable aid for peak production and profit. 


UNITED STATES POTASH COMPANY, Inc., 30 Rockefeller Plaza, New York 20, N. Y. 
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claimed Pan Am is being restricted y 
circuitous routes “for no other reasop 
than to featherbed Northwest at a price 
of millions of dollars to the taxpayer, 
There was poetic justice in Adams 
comment: “You'd think a carrier whic 
got into the Orient by preaching com. 
petition would be willing to compete 
on a fair basis and not ask the gover. 
ment to hang a penalty of hundreds of 
miles on the pioneer carrier.” 

Comparing airlines is an apples-and. 
oranges proposition. Pan American, 
for example, operates as a public cor 
poration. As a matter of preserving it 
place in the financial markets, it must 
pay dividends. Trans World, on the 
other hand, is three-quarters owned by 
Howard Hughes, whose money-making 
tool company is a potent source of new 
capital. 

Among domestic lines, National anc 
Delta are most undervalued. Stocky 
George T. Baker’s most strenuous effort 
this year has been discrediting Eastern’s 
bid to merge with Colonial Air Lines 
But over the decade plenty of energ, 
went into 486% growth in book value 
1559% in assets and fifth-highest retum 
on capital and pretax profits on sales. 

Delta is an even more extreme ex 
ample. Tied for first place statistical 
with Rickenbacker, Delta’s startlingly 
low price/earnings ratio gives a false 
picture of market valuation. In estimat. 
ing per share net at $8 for fiscal 58 
ended June 30, Comptroller Todd Cole 
explained that half came from opera- 
tions, half from equipment sales. On the 
basis of net from performance, Presi- 
dent C. E. Woolman’s line is selling at 
a respectable $6.32 per dollar of earn 
ings. However, Delta, like Braniff, 
not the same company it was a yea 
ago. Texas’ Tom Braniff combined witb 
Mid-Continent in August, 1952 and 
should not be judged too hurriedly. By 
the same token, Delta became Delta: 
Chicago & Southern only last spring 
has not yet had a fair chance t 
develop economies. 

Capital’s John H. Carmichael, first 
scheduled operator to launch tourist 
flights, is likely doomed to low ratings 
until dividends, started and stopped 
with 1945’s 25c, are resumed. Disap- 
pointed over the failure of Northwest's 
stockholders to okay merger of his line 
with Harris’, Carmichael plunged ahead 
in 1952 to earn 15% on book value, onl) 
a slim 5% in pretax profit. First half 
1953 business netted Capital $654,226 
(vs. an $84,208 deficit for 1952’s first 
six months). 

No longer dreamy-eyed about flyings 
glamor, stockbuvers are not so rea 
ticketed. To attract them in future, Car 
michael and all other operators will 
have. to begin to give investors on the 
ground as many benefits (i.e., divi 
dends) as passengers get in the air. 
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NEW IDEAS 





Yew Cormac Photocopier _ 

This is a new office photocopier 
which is claimed to turn out exact, dry, 
mexpensive facsimiles of any written, 
orinted, drawn, typed or photographed 





material “in 19 seconds.” Unit is all- 
electric, occupies about the space of a 
typewriter. Copies are made on varying 
size papers and can be reproduced on 
both sides of ordinary-weight paper 
(Cormac Industries, Inc., 41 East 42 
St., New York 17, N. Y.). 


Speedy Wash 

The Magic-Wand Automatic Foam 
Car Washer, with built-in jet nozzle for 
tinsing, is said to foam, clean and rinse 
in one operation. It attaches to any 





hose. The foam-producing liquid is in 
the unbreakable transparent handle. 
Surface dries without wiping (Conti- 
aental Industries, 684 North Sangamon 
St., Chicago, Ill.). 


Glass Cards 


It's not too early to start thinking 
about Christmas greetings, and here is 


an idea that is new. These personalized 
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greetings in colored glass may be used 
the year around as coasters or ash trays. 
There are 32 patterns in eight different 
shapes with holiday designs ranging 
from St. Nick to scenic wintry land- 
scapes. A specially treated area on the 
reverse side makes it possible for the 
sender to sign his own name and add 
additional personal greetings (L. J. 
Houze Glass Co., Point Marion, Pa.). 


Hand Sander 


Wen Electric Sander-Polisher is ex- 
ceptionally light (2% Ibs.) and quiet— 
making no more noise, it is claimed, 
than the average electric razor. Fits 
snugly in the hand and brings the hand 
down close to the work where the user 
is supposed to have better “feel” and 

















closer control. Works with the grain, 
thus avoiding roughing the surface. 
When polishing pad is substituted for 
sanding pad, device will polish cars, 
wood finishes, bright metal. Operates at 
240 strokes per second on ordinary 
110-120 volt 60 cycle AC, 25 watts 
(Wen Products, Inc., Chicago 31, Ill.). 


Super Soap Saver 

A cake of soap is inserted in the top 
of this vertical soap dish and released 
at the bottom. Plastic dish fastens on 
wall or tile with moisture-proof ad- 





hesive. Between usings air dries the 


cake of soap, avoiding the usual waste 
‘and keeping the cake hard (Craft-well 
‘Industries, Grant St. at Channing Way, 
Berkeley 3, Calif.). 
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@ from receiving dock 
® to stock pile 
@ to processing 
@ to warehouse 
® to shipping 


handle materials faster, more safely, 
and at far less cost—with 


CLARK 


EQUIPMENT 


Foremost Name in Materials Handling 


CLARK EQUIPMENT COMPANY 
BATTLE CREEK, MICHIGAN 


Products of CLARK EQUIPMENT 


Transmissions « Axles « Axle Housings » Tractor Units 

Fork Trucks and Towing Tractors - Ross Carriem 

Powrworker Hand Trucks . Power Shovels . Electr’. 
Steel Castings - Gears and Forgings. 








7 CONSCIOUS MIND “= lll 


? Do you use just your thinking mind? If you 
9 do, you are missing 90 per cent of your 9 
* possibilities. Those occasional hunches are ° 
2 the urges of a vast sleeping force in your 9 
* inner mind. Learn to dévelop'and direct it. ° 
2 Push obstacles aside and master life with an ? 
* energy you have overlooked. Send for FREE 

? SEALED BOOK. It tells how to obtain ? 

these teachings. Address: Scribe A.K.H. 

? 
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Ve ROSICRUCIANS 


SAN JOSE {AMORC} ‘CALIFORNIA 











HANDSOME RETURNS 


In Mail Order. Start ona shoe string and 
earn a substantial income. Details, ideas, 
know-how in “HOW TO START ‘your 
OWN MAIL ORDER BUSINESS.”— 
PRINTER’S INK: “A Well Organized, 
Compact and Practical Guide.” KIP- 
LINGER’S MAGAZINE: “...presents a 
made'to order opportunity to the shy 
but resourceful person....” FORBES 
MAGAZINE: “...Shows how to start 
with a minimum capital outlay... .” 
' Only $2.00. Refund privilege. 
STRAVON PUBL., Dept. T-709 
113 W. 57th St., New York 15, N. Y. 














What happens te your PROPERTY after you DIE? 


LAW OF WILLS 


By Parnell Callahan, attorney. 96-page book 
explains law in all 48 states. Shows why and 
how every person should —_ a will, How to 


protect your CAPITAL a your 
ESTATE. Also—Real Estate Law, $1 
Inheritance Laws, $1 . Businessmen’s Law. 


Mail $1, each. 


OCEANA PUBLICATIONS, Dept. C-: 
43 West 6th Street, New York 11, N. Y. 











Are You Holding Any of These 


Low-Priced Stocks? 


pe STUDY of stock price trends ever made proves conclu- 
sively that low-priced stocks offer far greater opportunities 
for capital gains than their higher priced brothers. 


Yet our most recent analysis of every security selling from $1 to $20 on both 
the New York Stock and the American Exchanges reveals that for every low- 
priced stock of investment quality or speculative promise, there are THREE 
of questionable or no merit at all! 


Listed at right are 56 actively traded, low-priced stocks—all have very strong 
followings. However, only 12 of them are rated "BUY" and are in the new 
“FORBES LOW-PRICED STOCK GUIDE." 


HOW DO YOU SEPARATE the WHEAT FROM the CHAFF? 


So that investors may tread unerringly in what can be the most rewarding 
of all the investment mediums, our staff of security analysts have employed 
the most exacting standards of selection in hand-picking what they believe are 
the 101 best low-priced stocks with high-priced quality. 


HOW TO AVOID THE “CATS AND DOCS” 


e "FORBES LOW-PRICED STOCK GUIDE" tells you of each company's 
past, present and probable future—labels the character and the quality of each 
of the 10! stocks—tells you which to buy for big speculative profits—which for 
liberal income—which for consistent dividends—and which for future growth. 


\t will help you diversify even modest sums—will enable you to buy confidently 
in 100 share lots—will materially increase your opportunities for capital gains 
by pointing out the right stocks which combine blue-chip quality with low-price 
volatility—will steer you clear of the “cats and dogs.” 


WHAT THIS GUIDE CONTAINS 


You'll find 18 stocks recommended for long-term growth—54 stocks for 
generous price appreciation—\\ stocks for unusually high yields—\4 for 
price stability and income—and 4 best investment trusts. 


In addition, you'll find properly diversified ‘starter portfolios for each of 
the four main groupings: growth, appreciation, yield and stability. As 
little as $1,500 gets you started on any one of these professionally balanced 
investment programs which yields up to 8.4%, in dividend income. Naturally, 
you may add to these portfolios as time goes on. 


: : INVESTORS ADVISORY INSTITUTE, INC. 
: = Subsidiary of B. C. Forbes & Sons Publishing Co., Inc. 
: 80 Fifth Avenue, New York 11, N. Y. 


: Enclosed is $10. Please rush me the new “FORBES LOW-PRICED 
: STOCK GUIDE." (On N.Y.C. orders add 3%.) If | am not 
> satisfied, | may return within 10 days for full refund. 


: SPECIAL FORBES 
CUSTOMER 
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Only 1 Out of 4 of These 
56 Actively Traded Low- 
Priced Stocks Are 
Rated “Buy” 


Allegheny Corp. 

Amercian Airlines 

American & Foreign Power 
American Power & Light 
Amer. Rad. & Stan. San. 
American Safety Razor 
Anacon Lead Mines 

Armour 

Avco Manufacturing 

Benquet Con. Mining 

Braniff Oil, Ltd. 

Budd 

Burlington Mills 

Canada Southern Oils 

Chic., Milw., St. P. & Pac. 
Claude Neon 

Coastal Carrib. Oils 

Columbia Gas System 
Creameries of Americe 
Cudahy Packing 2 
Decca Records “€ 
Equity Corp. ws 
Eureka Corp. Ss. 
Fairchild Eng. & Air. we: 
Fargo Oils ; 
Ford Motors of France 
Goodall-Sanford 
Graham Paige 
Greyhound ; 
Int. Tel. & Tel. S 
Kaiser Motors = 
Loew's 

Louisiana Land & Expl. 
Marine Midland 

Martin (Glenn L.) 
Merck 

National City Lines 
National Distillers Prod. 
National Phoenix Ind. 
North Amer. Aviation 
Packard Motors 

Pan Amer. Airways 
Pancoastal Pet. 
Pepsi-Cola 

RKO Pictures ~ 
Raytheon Mfg. ' 
Rexall Drug 

Schulte (D. A.) 

So. Am. Gold & Plat. 

Southern Co. 

Sun Ray Oil 

Tri-Continental 

Twentieth Century-Fos 

United Corp. 

Webb & Knapp 

Wiblrich Pet. 
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OFFER SAVES YOU 
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Because you are a Forbes reader, you are 
eligible for our special Forbes customer 
offer which saves you 33 1/3% on the regu- 
lar price. Ten dollars instead of fifteen— 
and our 10-day money-back guaranty 
for your copfiy of 
the “FORB ES LOW. PRICED STOCK Z 
GUIDE,” today! Consult it before you 
buy or sell another share of 
$I te $20. Check your presen 
against its recommendations. 
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THE FORBES INDEX 


Solid line is is computed monthly, gives equal weight to 


five 


1. How much are we producing? (FRB production index) 
2. Hi ps A are working? (BLS non-agricul- 


sorel sauieibnos 
3. How i 


weekly hours in manufacture) 


4. Are people spending or saving? (FRB department 
store sales) 


5. How much. money is circulating? (FRB bank debits, 


141 key centers) 


Factors 4 and 5 are adjusted for value of the dollar 
(1947-49= 100), factors 1, 4and 5 forseasonal variation. 


Dotted line is an 8-day estimate based on tentative fig- 
ures for five components, all of which are subject to later 


revision.* 


FORECAST 


are we working? (BLS average 





B. C. FORBES 





Arrer stumbling for 20 long years 
down the perilous path of Socialism, 
the United States Government is re- 
viving Americanism, encouraging the 
restoration of our long-cherished free 
enterprise system. President Eisen- 
hower has instituted several significant 
steps in this direction. Notably, he has 
announced definitely that the Federal 
Government favors the development of 
our water power resources by localities 
rather than by nationalizing them. 
This denotes faith in the form of 
economy which enabled America to rise 
to first place among the nations of the 
world, which made it possible for 
myriads of individuals to nurture and 
exercise their talents with a minimum 
of governmental interference, to enrich 
the land with enterprises more multi- 


SUCCUO OSE UpneepennEnaEn denen nenera Ny 


THE 


Americanism is being revived 


tudinous and magnitudinous than ever 
generated elsewhere on earth. 

Two decades of demagoguery, un- 
der the politically self-seeking Franklin 
D. Roosevelt and Harry Truman, drove 
thoughtful, responsible citizens nigh to 
despair. Washington overlords were 
zealously aping the antics of London, 
during the regime of the Attlee Labor 
Government. 

Apparently the grim decline of Great 
Britain towards bankruptcy contained 
no lesson for our Washington rulers. 
Time and again delusive promises to 
usher in Utopia for all ranks of labor 
successfully snared Presidential votes. 
Totally blind were many millions that 
the country was being saddled with 
rapidly-ballooning, astronomical debt— 
over $8,000 clamped on each and every 


family throughout the and 
breadth of the continent. 

Happily, here, as in Britain, the elec- 
torate finally awakened to whither the 
nation was being driven—to disaster, 
catastrophe, destruction. 

Praise be, a new era is dawning. 
Lethal Socialism is now being ostra- 
sized. True-blue Americanism is being 
encouraged, fostered. 

National economy is displacing na- 
tional extravagance. 

You and I can now entertain hopes, 
expectations, that our crushingly heavy 
financial burden will be intelligently 
lightened. 

This November, discerning Ameri- 
cans can again celebrate Thanksgiving 
with deep gratitude to the merciful Al- 
mighty. 


length 
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“Final figures for the five components (1947-49 = 100) 
July 52 Aug. Sept. Oct. Nov. Dec. Jan. ’53 Feb. Mar. April May June July 
Production .............. 103.5 114.6 120.5 122.2 125.9 127 128.1 129.2 130.3 130.8 130.3 130.3 125.5 
Employment ............ 105.4 107.8 109.4 109.5 110.0 112.0 108.4 108.4 109.0 111.7 112.1 113.0 113.0 
MOtrs ok eee ais Es 100.0 100.8 103.0 103.5 103.2 104.8 103.0 102.8 103.2 102.3 101.8 102.0 101.3 
oes | oe ae 99.7 108.4 100.9 108.4 106.5 110.4 106.1 106.1: 108.0 102.3 109.8 109.0 103.0 
Bank Debits ........... 137.4 116.0 127.7 124.6 123.9 137.3 132.2 135.8 135.3 140.0 136.1 138.9 142.5 
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SPECIAL OFFER 


10 STO STOCKS FOR 






As an investor you know how 
peace talks and war threats 
affect stock prices. This confusion 
makes stock selections difficult. 


To help you— Babson’s are 
offering for a limited time,a care- 
fully selected list of 10 Stocks 
that clients have been told should 
do well in peace or war. This list 
represents a cross section of in- 
dustry. It’s FREE—write for it 
TODAY. 


Write Dept. F-131 


BABSON’S REPORTS 
Wellesley Hills 82, Mass. 


INVEST NOW? 


To answer that question you must have 

For hard-to-find information on the largest oo 
iastest growing U. S. investment market, get 
OVER-THE-COUNTER SECURITIES REVIEW. 
invest only $4.50 to receive full year subscription 
to this indispensable, pocket-size monthly—plus 
«@ copy of Over-the-Counter Dividend Champions, 
featuring 175 companies paying dividends regu- 
larly for 20 to 102 years. Regular features in- 
clude earnings, dividends, prices of hundreds of 
companies. Also details of new products, facil- 
ities, mergers, financing. Other departments are 
{nitial Offerings, Canadian Comment, Mutual Fund 
Memos, Utility Notes, Special Industry Surveys, 
Stock Index. Finally, there’s unique Free Litera- 
ture Service to bring you broker reports on special 
situations. 


Joint over 5,000 subscribers! Send your $4.50 to 


OVER-THE-COUNTER SECURITIES REVIEW 
Department 3D, Jenkintown, Penna. 

















4° PAID ON YOUR 


~INSURED 
2 ACCOUNTS 


WRITE ae for FREE LIST of 
Insured and Lean Asso- 
342%, sometimes 


Why take less? Each 
account 100% insured up to 
$10,000.No charge-No Obligation 
Insured Associations Dividend Bureau 
Dept. # C43, 53 State St., Boston, Mass. 
Boston CA 7-1822 Detroit wo 3-7047 
New York MU 7-0067 Phila. KI 5-1353 


Chicago . + 7876 engl SA 7-7214 
t. Louis Main 2: 








PLANNING 


YouR FORTUNE 


How to PLAN. Profit PLANNING 

Chart. $100,000 goal, $30/mo. Stock 

Selection, 14 Tests. Story to Re- 
How to start. Mail $1. 


STOCK to BUY fer, MAXIMUM, Ie 


. safety, and Profit. 
Fleming’s 1953 “Stock of the Year.” Passes 14 
Tests. (1952 choice, “TK” @ 10%). Summary, 
airmail, $2. Successful Traders Analysis, Box 
5244, San Diego 5, Calif. NOW. 


member. 
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Public utility stocks 


WuiLe on vacation, I became more 
impressed with the favorable long-term 
outlook for utility stocks. I saw 
many new houses being constructed, 
equipped with the latest electrical 
appliances—refrigerators, ranges, dish- 
washers, garbage disposals, washing 
machines, clothes dryers, television, 
record changers, radio, air conditioners, 
freezers, etc. Also, a new electric space 
heater has been developed by General 
Electric. The utility companies are con- 
ducting intensive drives to sell these 
appliances to their customers. In addi- 
tion, the population is steadily grow- 
ing. As a result, domestic consumption 
of electricity has increased greatly. I 
think this trend will continue indefi- 
nitely. 

This column has consistently recom- 
mended the utility stocks for the last 
ten years. Only a few years ago, on 
Feb. 15, 1949, I recommended the 
following, under the heading “Selected 
Public Utility Stocks.” Despite some 
criticism of the utility stocks as being 
too conservative, it is interesting to 
note the advances which have since 
occurred in both the prices and divi- 


dends. 


By JOSEPH D. GOODMAN 


Indeed, these 
stocks have done 
better than I an- 
ticipated. Consid- 
ering present un- 
certain conditions, 
the high prices of 
many stocks, etc., 
it seems to me the 
utility stocks are 
still very attractive for long-pull hold. 
ing. They not only provide an excellen 
return, but further dividend increases 
are likely in the next few years. 

Among the utilities I especially favo: 
at present are: 

Atlantic City Electric, which services 
southern New Jersey—a rapidly grow. 
ing district. 

Consolidated Edison of New York. 
the nation’s largest utility, now yield- 
ing 6% on its recent increase in divi 
dend to $2.40. 

Carolina Power & Light, serving s 
territory with a fine future. 

Philadelphia Electric, serving the 
area adjacent to Philadelphia, which 
has been growing sensationally. 

As additions to the above list, | 
suggest: 





SELECTED PUBLIC UTILITY STOCKS 


Price 
Feb. '49 
American Gas & Electric........ 20% 
Atlantic City Electric........... 16% 
ED «(55 obi oWhi06d'0 6 0 8 41% 
Carolina Power & Light......... 37 
Central Illinois P. S............ 15 
Cincinnati Gas & Elec.......... 14% 
Cleveland Electric.............. 40% 
Columbus & Sou. O. Elec....... 19% 
Commonwealth Edison......... 26% 
Cons. Edison of N. Y........... 22% 
Cons. Gas Elec., Balt............ 20% 
Consumers Power.............. 825% 
Dayton Power & Light.......... 29 
Detroit Edison................. 21% 
Florida Power Corp............. 14 
General Public Utilities......... 12 
Gulf States Utilities............ 17 
Houston Lighting & Power...... 16 
a 27% 
Indianapolis Pwr. & Lt.......... 22% 
NR noc ciccunseiccidee ck 29 
Pacific Gas & Electric........... 81% 
Pennsylvania Power & Lt........ 18% 
Philadelphia Electric........... 22 
Potomac Electric Power......... 14 
Public Service Colo............. 19% 
Southern Calif. Edison.......... 3805 
Virginia Elec. & Power.......... 16% 
West Penn Electric............. 15% 
Wisconsin Elec. Power.......... 16 


Present Dividend Present Presea' 

Price Feb. ‘49 Div. Rate Yield 

380% $1.00 $1.64 5.4% 
28 1.20 1.50 5.8 
47% 2.40 2.80 58 
39 2.00 2.00 5.1 
18% 1.05 1.20 6.8 
19% 0.70 1.00 5.1 
51% 2.20 2.60 5.] 
24 1.40 1.40 58 
34% 1.50 1.80 5.2 
40 1.60 2.40 6.0 
25% 1.20 1.40 5.4 
88% 2.00 2.00 5.) 
35% 1.80 2.00 56 
27% 1.20 1.60 58 
25% 1.00 1.50 58 
25% 0.80 1.60 62 
23% 1.05 1.20 5.] 
25 0.78 1.00 4.0 
89% 2.00 2.20 5.6 
38% 1.50 2.20 3.7 
387% 2.00 2.20 58 
38% 2.00 2.20 57 
33% 1.20 2.00 6.0 
$l 1.20 1.60 5] 
17% 0.90 1.00 5.7 
30% 1.10 1.60 5.2 
355% 1.50 2.00 5.6 
25% 1.20 1.40 54 
34% 1.00 2.20 68 
26% 1.00 1.40 58 
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Duquesne Light, serving Pittsburgh 
wd vicinity—yielding 6% on its $1.60 
lividend. 

Florida Power & Light (first recom- 
aended here around 20), serving the 
rapidly growing southeastern section 
of Florida, including Miami, Miami 
Beach, Coral Gables, Fort Lauderdale, 
Palm Beach, West Palm Beach, etc. I 
feel confident that the present $1.60 
dividend will later be increased to $2. 
{ consider this an excellent stock for 
readers to own. Now around 34%. 


Pacific Lighting is the largest U.S. 
aatural gas distributor, serving the Los 
Angeles area. Present price 60; has 
paid a $3 dividend for a long time. I 
think there is a good chance that the 
dividend will be increased, inasmuch 
as growth in earnings appears to war- 
rant same. 


Advance release by air mail of this regular 
wrticle will be sent to interested readers 
om the day of its writing. Rates on request. 





Dividend Notice 
MIDDLE SOUTH UTILITIES, Inc. 


The Board of Directors has this day 
declared a dividend of 35¢ per 
share on the Common Stock, pay- 
able October 1, 1953, to stockhold- 
ers of record at the close of business 
September 14, 1953. 


H. F. SANDERS, 


New York 6, N. Y. Treasurer 


September 3, 1953 


he Middle Louth 
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FORECASTS—Stock, Grain or Cotten, eact Now $40 
WEEKLY STOCK LETTER 3 Months 

WEEKLY COMMODITY LETTER 3 Months... . 
TRI-WEEKLY COMMODITY LETTER 3 Months. . 
TECHNICAL BOOKS: 


45 Years In Wall Street (Stocks). 10 








for details on Services and Instruction 
Courses ask for FREE Booklet F.155 


W. D. GANN Research, Inc. 


JOSEPH L. LEDERER, President 
Box 656, Scarsdale, New York 





September 15, 1958 





YOU CAN OWN A 20-ACRE OIL AND GAS LEASE 
IN THE OIL RICH WILLISTON BASIN— 
TODAY'S MOST EXCITING OIL REGION— 


ONLY $69 








No stock to buy, no taxes fo pay... 


$69 covers all costs; and all lease 
rental charges are paid to May 1955. 


You can purchase from us oil and gas 
leases in the fabulous Williston Basin— 
North America’s newest oil frontier, 
where oil strikes are being made and 
wildcat wells are drilling. 


A speculation, of course, but one that 
might bring you untold wealth in this 
area known as the Williston Basin— 
where new oil wells completed as 
producers totaled 78 in 1952. North 
Dakota oil production for the 12 
months ending December 31, 1952 
amounted to 1,527,083 barrels. For 
the first 6 months of 1953 alone, produc- 
tion totalled 2,676,487 barrels in North 
Dakota—total producing wells 186. If 
you can afford to speculate in this new oil 
region, you can acquire from Pe- 
troleum Research Co. a 20-acre oil 
and gas lease for only $69 (or a 
40-acre lease for only $119). These 
leases are full Ysths interest, com- 
mercial, recordable assignment, pri- 
mary term leases due 1962. This cov- 
ers all costs and lease rental charges to 
May 1955. After May 1955, rentals will 
then be paid by you annually at the rate 
of 25¢ per acre until the expiration of 
the lease in May 1962. 


Once you own the lease, you don’t 
have a thing to do. No improvements to 
make, no taxes to pay. If oil or gas 
should be discovered nearby, an oil com- 
pany might wish to deal directly with 
you in order to drill on your lease. You 
can then demand a cash bonus before 
they even start to drill, also a royalty on 
every barrel of oil produced. Or, if you 
wish, you can sell outright for cash. 


You probably wonder why all the un- 
developed oil and gas leases are not 
already sold in the Williston Basin—the 
reason is that outside the oil business few 
people understand how these leases may 
be purchased. 


If you can afford to speculate in this 
new oil frontier, just send us your name 
and address, along with check or 
money order for only $69 payable to 
Petroleum Research Co. We will then 
record 20 acres in your name and you 
will receive a recorded Assignment of 
Oil and Gas Lease (within about two 
weeks), and also a plat showing loca- 
tion of your lease in the North Dakota 
area of the Williston Basin. (For a 40- 
acre lease send check for $119; 80- 
acre lease $225). Since we only have 
a limited amount of leases available, we 
are recording them on a first come, first 
served basis. Act now, mail your check 
today! Write Department F-15. 


PETROLEUM RESEARCH CO. 
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C.1.T. 
FINANCIAL 
CORPORATION 


DIVIDEND NO. 124 





A quarterly dividend of $0.45 per 
share in cash has been declared on 
the Common Stock of C. I. T. 
FINANCIAL CORPORATION, 
payable October 1, 1953, to stock- 
holders of record at the close or 
business September 10, 1953. The 
transfer books will not close. Checks 
will be mailed. 

C. JOHN KUHN, 


Treasurer 
August 27, 1953. 























Available on request. 


You'll enjoy and profit from 
reading “Market Pointers,” 

a highlight report prepared 
monthly by our Research De- 
partment. Contains major 


articles; timely stock lists; 
security facts, figures and 


forecasts . . . For your copy, 
write today to Dept. FS-1. 


FRANCIS L DUPONT & CO. 


Members New York Stock Exchange, Other 
Principal Security & Commodity Exchanges 


One Wall Street, New York 5, N. Y. 








THEN TURN THE CORNER NOW 


WHAT ABOUT 


THESE New York Central 


SURCEReeveaes 
& THEIR Redle corp. 
PRICES 


Pepsi Cola 

Jeff Lake Sulph. 
AND PROSPECTS 
if you are interested in their 
probable Autumn highs — then 
check with us now. Send in 10c 
to cover mailing costs on our 
calculation of the one we now 
advise you to BUY and HOLD. 


ADDRESS US ~—H 


Report FM-B 1s walliSuRveY © 


IF SUCCESS IS JUST AROUND THE CORNER 


UANNOO AHL GNAOUV L8AL SI SSAIONS AL 





FOR COMMODITY 
SPECULATORS INTERESTED 
IN CAPITAL GROWTH 


The buy and sell instructions Commodity 
Trend Service sends weekly to its sub 
scribers are clear, concise directions aimed 
at cutting losses and increasing capital. 
This advice is based on a system of price 
forecasting that has been developed over a 
long period of time. And Commodity Trend 
covers every futures market in the U. S. 
and Canada. Can you afford to be without 
this service? 


We will be glad to send you current 








bulletins at once upon request. 


COMMODITY TREND SERVICE 


30 Church Street New York 7, N. Y. 














FOR INVESTORS: 


Factually measured—The effect of 


UNE POWER = 16 PRESSURE 


Write for latest Report FM, covering present situa- 
tion, plus other valuable data. Send $1 to cover costs. 


LOWRY’'S REPORTS, Inc. 


250 Park Ave., New York 17, N. Y. 











MARKET COMMENT 


by LUCIEN O. HOOPER 





Unpleasant stock market weather 


THE MIDSUMMER rally, like most defi- 
nitely contra-trend movements, was of 
minimum rather than of maximum pro- 
portions. The D-] industrials advanced 
from a low of 260.75 on June 16 to a 
high of 278.30 on August 13. The D-] 
Rails rose from 99.22 on June 16 to 
108.34 on July 8. The Rails did not do 
as well as anticipated. Not only were 
they unable, in August, to exceed their 
July top, but in the last week of the 
month they violated their June lows. 

The disappointing performance of 
the D-J Rails, which now has degen- 
erated into a pattern of descending tops 
and descending bottoms, is explained 
by an overbought technical situation 
(too many longs, just as in Pacific 
Western Oil in July) rather than by 
any known adverse developments in 
the industry. The thing to keep in mind 
is that there had been real speculation 
in this group and this made it more 
vulnerable. 

In event the Rail Average should on 
some subsequent decline move down 
somewhere around the 80-90 level, this 
might prove to be an important bottom. 

I suspect that the recent low is not 
the final bottom of the market correc- 
tion which now has been in progress 
since the end of the so-called Eisen- 
hower bulge. On a snap-back technical 
rally, the Rail Average might get into 
trouble at around 105 or earlier: 

The D-J Industrials, in my opinion 
(previously stated), are headed toward 
240 before the main downtrend is likely 
to be reversed. Any technical rally from 
whatever low was made in late August 
or early September theoretically should 
not master the high of 278 made in 
mid-August. Perhaps a good guess 
would be that the contra-trend rally 
would meet a supply of shares a little 
above or a little below 270, but the 
reading is not too clear. 

The above data are presented mainly 
for the assistance of traders rather 
than investors. Investors, however, will 
be interested in it because it provides 
some measure of what the writer thinks 
reasonably should be expected. Previ- 
ously it has been suggested that real 
investors seldom make much money 
trying to take advantage of anything 
but the most violent price movements. 

It is the writer's thought that a de- 
cline from around 295 to around 240 in 
the Dow, while substantial, is not “vio- 
lent.” In 1929-1932 the drop was from 
886 to 40%, in 1937-38 from 195 to 
97%, and in 1946 from 212 to 160. 
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This drop could 
be something like 
1946, although, 
percentagewise, 
probably smaller. 

It will be re- 
membered that in 
1946 the FRB in- 
dex of Production 
did not decline 
(significantly). This time I think it will 
decline from the spring peak of about 
243 to something around 210. Most of 
my economist friends have been saying 
that a decline to 220 is the maximum. 
I think they are a trifle too optimistic. 

How long will this decline take? Cer- 
tainly any market commentator in his 
right mind will hedge any answer to 
such a question. My guess is that the 
present market adjustment will be 
gradual rather than abrupt, and will 
take months rather than weeks. 

This has been a selective and “roll- 
ing” market adjustment thus far—and 
it probably will not change its per- 
sonality. 

Inspiration for a change in senti- 
ment may come from some unexpected 
source, or may be connected with an- 
ticipated tax reform proposals which 
should begin to take form later in the 
year. All that, of course, is even a little 
more conjectural than the ideas one 
usually finds in market columns! 

And what should the investor do in a 
situation like this? Here are some sug- 
gestions: (1) Don’t get excited and 
engage in extreme reasoning; (2) don't 
get more bearish as the market de- 
clines; (3) be patient, for there will be 
plenty of time to make mature de- 
cisions; (4) begin to study the things 
you would like to own at a price 80 
you will be ready to buy on dips; (5) 
expect to be able to buy things, not at 
what you think they are worth, but at 
less than you think they are worth; 
and (6) keep your debit balances down 
or eliminate them altogether till the 
investment weather begins to clear. 
Don’t be afraid of a little cash. Don't 
think you are smart enough to be able 
to pick the bottom (right now you 
probably are aware that you missed the 
top!). 

For a long time, the investor has 
been operating in a stock market 
where, by and large, there has not been 
much overvaluation or much underval- 
uation. In the period immediately 
ahead, there probably will be more 
undervaluation than we have seen for 
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many months. That ought to be te- 
garded as an opportunity rather than 
as a disaster. 

The essential causes of what is go- 
ing on in the stock market have been 
discussed in previous columns. We are 
adjusting to a different type of econ- 
omy: less rearmament expenditures; a 
gradually bettering world political en- 
vironment; abundance in goods and 
commodities; more competition. It is 
nothing to be afraid of. 

The impact of the adjustment will 
be different from industry to industry, 
and from company to company in the 
same industry. It is a little too early 
to discern the patterns clearly, but the 
race will be to the strong, the efficient 
and the imaginative managements. 

The Personal Finance companies and 
the Utilities should be hurt little, if at 
all. Neither should the Banks and the 
Life Insurance Companies. That does 
not mean that these stocks always will 
be immune from supply-demand fac- 
tors in the price of the shares them- 
selves. 

Some of the stocks I am watching 
for opportunities to buy on dips are 
issues not generally regarded as market 
leaders. Perhaps the best bargains will 
be out of the ordinary stocks. I am be- 
ginning to study what would be bar- 
gain prices for stocks like the follow- 
ing: Cincinnati Milling Machine; 
Franklin Life Insurance; Western 
Maryland, Western Pacific; Douglas 
Aircraft, Borg-Warner, Deere, Fire- 
stone, Timken Roller Bearing, Te- 
cumseh Products, Magma Copper (al- 
though I don’t like the metals yet), 
Burlington Mills, Reynolds Metals, 
Tide Water Oil, and McGraw Electric. 
I'm not ready to buy them yet, but I 
want to know all about them so that 
| will be ready when the other fellow 
is willing to sell them to me at my 
price—which will be less than I think 
they are worth. 


Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 











If you own an oil stock...... 
Or ever expect to........ 
Don’t miss reading this book. \ 
Between 1942-1952 a market average of 


Just Published 
crude oil producers showed those stocks | 
advancing 2200% faster than the industrial 4 


A GUIDE TO PROFITS 
stock average. Here are some individual \ 
oy LOW-PRICED Taian decade. Ae Highs 
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Amerada Petrol. $10 $235 
Cities Service 2 120 
oil Superior Oil of Cal. 26 570 
Texas Pac. Land Tr. 3 195 
Many of the smaller crude oil producers ' 
showed far greater percentage gains. : 


OIL IN CANADA—Right now, an oppor- 
tunity is shaping up in crude oil to rival 
anything seen previously. The discovery of 
oil in East Texas in the 1900’s took many \ 
penny oil stocks and whirled them up to 
tabulous fortunes. Not only is the present , 
stage of Canadian oil development similar 
to that of East Texas, but petroleum. bearing 4 
areas of Canada are estimated to larger , 
than those of our five major crude oil pro- , 
ducing areas, Texas, California, Oklahoma, 4 
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| , by Louisiana and Kansas. In the last 5 years, 4 
#\,) j Canada has leaped from an insignificant oil 4 
—= \\ SIDNEY FRIED producer to one of the important producers 4 

~4%\s with crude oil reserves jumping from only \ 


100 million barrels to over 2 billion barrels. \ 
‘ Yet only about 10% of b giy ooo iy oil areas \ 
: ; have been even examined. Canada stands on \ 
the threshold of an oil empire, and some of the Canadian low-priced oils will be the Ameradas and \ 
Superior Oils of tomorrow. . 
Yes—opportunities in oil stocks ave tremendous. But losses suffered by investors have been even ‘ 
greater, because most investors cannot distinguish the mere oil stock promotion from the actually ‘ 
undervalued opportunity in a crude oil producer. ‘ 
A GUIDE TO PROFITS IN LOW-PRICED OIL STOCKS, by Sidney Fried, treats of the ‘ 
entire field, explaining exactly why the group as a whole has scored the most sensational success 
of any segment of the stock market, and carefully details how analysis of easily-available statistics 
can steer an investor from the oil s promotion to the remarkable opportunities which are now 
shaping up due to the market decline. 

entire book describes where the real profits are made in low-priced oil stocks. You will not 
want to miss this book. Read it, and you will understand why the entire first edition was exhausted 
in one week by readers of Mr. Fried’s other financial studies, and why leading brokerage firms are 
ordering many additional copies for distribution to their clients. For your copy, send $2, using the N 
coupon below. You will receive A GUIDE TO PROFITS IN LOW-PRICED OIL STOCKS, 
by Sidney Fried, including at no additional charge, a Current Supplement, listing vital information 
about more than 100 of the best-situated American and Canadian low-priced oil stocks. 
If you own an oil stock—or ever to—Don’t miss reading this book. 
TUT 

4 





oerrerrr rer 


2-ererer 


R. H. M. ASSOCIATES, 220 FIFTH AVE., NEW YORK I, N. Y. 


Attached is $2. Please send me A GUIDE TO PROFITS IN LOW-PRICED OIL STOCKS, by Sidney Fried, , 
together with Current Supplement. F-2 
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Which two of these low-priced “sleepers” 





CORRECTION 


Forses’ September 1 issue (page 
25) described Commercial Solvents ° 
as “long an in-and-out one-product 
Company that turned to penicillin 
for a second major product.” Com- 
mercial Solvents has been making 
strenuous efforts to diversify in re- 
cent years, as reported by Forses 
on April 15, 1951 (page 20). To its 
basic and volatile business in alco- 
hoi, CS has added pharmaceutical, 
insecticide, and packaged lines. In 
this light, description of penicillin 
as CS’s “second major product” is 
inaccurate. 





Shall we send you--FREE 
with our special introductory offer 


Here are four little-known stocks that offer good prospects for appreciation on just a 
small investment. These are stocks that many investors neglect or overlook—stocks 
of HIGH GRADE companies that are well managed, have good earnings prospects, 
yet escape the usual public notice. We specialize in such low-priced stocks, give you 
ace br analysis and opinion on stocks selling at $5.00 a share or under. For 
example: 


O) PLASTICS COMPANY — First major 
company to produce plastic auto bodies. Sales 
last year were 10 times those of five years 
ago. Earnings should improve substantially in 
near futuree SELLING UNDER $4. 


0 HELICOPTER COMPANY—Revolution- 
ary new plane design gives this company un- 
usual growth potential. Sales and profit 
prospects for 1954 appear exceptional and out- 
look is bright for the long-term future. SELL- months of this year. Just bought electronics 
ING UNDER $3. subsidiary. SELLING UNDER $4. 

2 FREE REPORTS with SPECIAL INTRODUCTORY OFFER: You can get ANY 
TWO of the four confidential reports described above, FREE, with 1 month’s trial sub- 
scription at introductory rate of only $1.00. See for yourself how you may benefit from 
our recommended low-priced stocks on just’ a small investment. SEND ONLY $1.00 
TODAY, with your two selections, to Selected Securities Research, Inc., Dept. F-9, Hillside, 
New Jersey. 


O REAL ESTATE COMPANY — Unusual 
oppertunity for capital gains. Book value has 
increased over 50% in first eight months after 
recent merger. New management exceptionally 
able and aggressive. SELLING UNDER $1. 
WATCH COMPANY WITH ELEC- 
RONICS DIVISION — Previously showed 
loss since..1947, but new management has 
enabled company to earn $1.13 for first six 
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466 STOCKS RATED 


You can see whether your investments meet the 
exacting requirements for maximum appreciation. 
based on thoroughly tested scientific methods of 
pe. Ask for Report F-113, sent free to new 
nquirers. 


AMERICAN INVESTORS SERVICE 
LARCHMONT, N. Y. 
eeoeoeeeeeeee @ 


THE SAFETY CAR HEATING 
AnD LIGHTING COMPANY, INC. 
DIVIDEND NO. 225 

The Board of Directors has de- 
clared a dividend of 25¢ per share on the 
outstanding Capital Stock of the Company 
of the par value of $12.50 per share, pay- 
able October 1, 1953, to holders of record 
at the close of business = haeeeal 4, 1953. 


August 25, 1953 





. 
Treasurer 








September 15, 1953 

















INVESTMENT 
MANUAL 


With Essential Facts on 
1,847 Stocks, Plus Investment 
Opinions on More 
Than 1,000 Issues 





HELPS 
Alert 
Investors 
in 
judging 
Relative 
STOCK 
VALUES 





Indexed for Quick Reference 
FINANCIAL WORLD 
“Stock Factograph” 
Manual 


\ he 39th revised edition of this 304 page 
annual Ready Reference for Investors, 
just off the press, is a veritable mine of 
essential information to assist the wide- 
awake investor in judging the relative 
merits of 1,847 stocks. Complete index 
enables you to find in a few minutes 
valuable investment facts you want to 
know. More than 15,000 advance orders 
received before publication date. July 31. 
Return “ad" today with $5 Check or 
Money Order for your copy. Or send $11 for 
6 months’ trial subscription for FINANCIAL 
WORLD and receive the newly-revised 
“STOCK FACTOGRAPH” MANUAL in ad- 
dition toe 26 weekly copies of FINANCIAL 
WORLD and 6 monthly copies of “IN- 
DEPENDENT APPRAISALS,” containing 
CONDENSED REPORTS and RATINGS on 
1,970 listed stocks. Yearly subscription at 


620 entitles you to $5 “Stock Factograph” 
Wanual FREE. 


FINANCIAL WORLD 


50 Years of Service to Investors 
46-FB Trinity Place, New York 6, N. Y. 





WELLINGTON 


<> FUND 


95th Consecutive 
Quarterly Dividend 


20c a share from net invest- 
ment income, payable 
September 30 to stock 
of record September 11, 1953 

WALTER L. MORGAN, President 




















STOCK ANALYSIS 


by HEINZ H. Bik 





Repetition of ’37 and ’46 unlikely 


In THE late fall of 1952, A. B. Homer, 
president of Bethlehem Steel Corp., 
told a convention of securities analysts 
in New York that he expected his com- 
pany’s earnings to be well maintained 
at their present high levels even if the 
rate of operations should decline from 
the then prevailing rate of 100% of ca- 
pacity to about 85%. Capacity opera- 
tions, he declared, requiring overtime, 
more costly maintenance and use of 
obsolescent plants do not always pro- 
duce the optimum in earnings. Mr. 
Homer's statement is not necessarily 
applicable to all industries, but it does 
provide much food for thought. 

The steel industry's rate of operations 
may decline to 85% or even a little 
lower this fall, but there is no one 
within the industry or on the outside 
who expected it to continue indefinitely 
at maximum capacity. This is not a 
calamity, this is normal! Even if pretax 
profits were to be less than in the first 
half of the year, the excess profits tax 
provides a deep cushion for those com- 
panies which had been subject to it. 
When the common stocks of the leading 
steel companies are selling in the mar- 
ket at less than $30 per ton of steel 
making capacity, while it costs $300 
per ton to build such capacity; and 
when these stocks are selling at 4 to 
5 times current earnings with yields 
running between 8% and 9%, it becomes 
clear that emotional factors rather than 


rational apprais- 
als have been 
dominating the 
securities markets 
in recent weeks. 

The stock mar- 
ket is supposed to 
reflect the judg- 
ment of a multi- 
tude of investors. When the weak sum 
mer rally came to an abrupt end lasi 
month and stock prices slid to new 
lows for the year, the implication was 
that business is turning sharply down 
ward and that the outlook for earning 
and dividends is decidedly unfavorable 
Events will prove the validity of this 
opinion, but the conclusion drawn by 
investors, the almost indiscriminate 
selling of stocks, is questionable. For « 
long time stock prices have been antici 
pating and discounting the probabilit 
of a decline in business activity from 
present peak levels. This is in strong 
contrast to 1946 and 1937 when cur 
rent earnings and dividends wer 
evaluated somewhat overgenerously 
Compare these ratios in the table m 
page 37. 

To be excessively bearish on the 
stock market at present levels which. 
relatively, are about 50% lower. thar 
at the 1946 and 1987 peaks, is entirely 
unrealistic unless we are to face a busi 
ness recession of most serious propor 
tions. Personally, I think this is quite 
unlikely. 








PREFERRED DIVIDEND— 


COMMON DIVIDEND— 


WARDS | 
| BREAD 
————___.__ 


August 25, 1953 








WARD BAKING COMPANY 


The Board of Directors has declared the following dividends: 


The quarterly dividend of $1.37 a share on the Preferred Stock 
payable Oct. 1, 1953 to holders of record Sept. 15, 1953. 


A quarterly dividend of 45 cents a share on the Common Stock 
payable Oct. 1, 1953 to holders of record Sept. 15, 1953. 


L. T. Melly, Vice Chairman and 


475 Fifth Ave., New York City 





Treasurer 
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Dividend Payout ................. 
Price-Earnings Ratio .............. 
Dividend Yield .................. 


*Latest preceding 12-months’ period. 


August 31 1953 1946 1937 
1953 Peak Peak Peak 
261.22 293.79 212.50 194.40 
$26.79 $24.76 $9.76 $10.07 
15.89 15.48 6.78 7.05 
59.3% 62.5% 69.5% 70.0% 
9.8 11.8 21.8 19.4 
6.08% 5.27% 3.19% 3.63% 





We may not be complete masters of 
our economic destiny, but neither are 
we utterly helpless in this regard. Keep 
in mind that the Eisenhower Adminis- 
tration is very anxious to avoid a busi- 
ness slump which almost certainly 
would result in a Republican defeat 
and loss of its slim majority in Congress 
in the 1954 election; also keep in mind 
that the Eisenhower Administration is 
not “anti-business”; that it knows full 
well that we cannot have prosperity 
and full employment without capital 
being permitted to earn a fair return. 

Time and again I have urged in- 
vestors to upgrade the quality of their 
common stock holdings. To be sure, 
this policy does not give full protec- 
tion against losses in a sharply declin- 
ing market when all stocks, good and 
bad, are engulfed by waves of liquida- 
tion. But stocks of good quality are 
sure to come back, while with others 
vou can get into really serious trouble. 

Business in general this year has 
been as good as we are ever likely to 
have it; it has also been increasingly 
competitive. High labor costs and tight 
credit conditions, and the absence of 
inventory profits, have made it more 
and more difficult for secondary com- 
panies to maintain satisfactory profit 
margins. 

Wall Street has been shocked in re- 
cent weeks by numerous dividend cuts 
and omissions. There is a tendency to 
exaggerate their significance. A close 


scrutiny of all companies which had 
to take such drastic steps reveals weak- 
nesses in each and every one of them, 
and these weaknesses are not typical of 
American industry in general (total 
dividend payments for the year to date 
are ahead of 1952). Unless you are 
willing to speculate and be fully pre- 
pared to accept the concomitant risks, 
you should beware of companies with 
a heavy debt and an unbalanced capi- 
talization; of companies in highly com- 
petitive fields whose profit margin is 
not as good as that of the best in the 
industry; of companies whose manage- 
ment has not yet proven its ability to 
weather times of adverse business con- 
ditions. 

The investor who confines himself 
to stocks which meet these simple re- 
quirements may not be immune 
against losses, but he will not have to 
worry about the continuity of his in- 
come and he can be confident that the 
price of his stocks will recover as soon 
as market sentiment takes a turn for 
the better. 


Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 
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For short term swing 
trading in grains... 
OR active stocks. . 
(Check which). 

No obligation. Just clip and mail 


with stamped SELF-ADDRESSED 
ENVELOPE. 


Name. 
OOF SE OLLS RES NSTCRD 
Ge i oa a avo hes can 
LESTER B. ROBINSON 
1204 Russ Building 
San Francisco 4, California 

















Do You Keep Books 






= in Your Head 
= Ys" on Your Investments’ 


Successful investors don’t. They use these copy 
righted 8x5 V2 Securities Record Cards, in loose 
leaf binder. 25 Individual Security Record: 
Annual Dividend Records, Annual Capital Gain 
(Losses) Records, Group Security Appraisal 
Send $3 (postpaid) for this modern investmen’ 
accounting aid. 


INVESTMENT PUBLICATIONS 


638-F 4ist Street, Des Moines 12, lowa 











FORBES subscriber families 
own an average of 1,821 shares 


of stock in 11.6 companies. 














Common and Preferred Stock Dividends 
The Board of Directors of Safeway Stores, Incorporated, on 
August 27, 1953, declared the following quarterly dividends: 


60¢ per share on the $5.00 par value Common Stock. 
$1.00. per share on the 4% Preferred Stock. 


5 $1.12¥2 per share on the 4¥2% Convertible Preferred Stock. 


Common Stock dividends and dividends on the 4% Preferred 
Stock and 4%% Convertible Preferred Stock are payable 
October 1, 1953 to stockholders of record at the close of busi- 


ness September 16, 1953. 


easter 


is | Name 


MILTON L., SELBY, Secretary 
August 27, 1953 


P.O. Box 660, Oakland 4, California 
Please send copy of your 1953 Semi-Annual Report 








Street. 








I City 

















September 15, 1958 








(OMMERCIAL SOLVENTS 
Conporation 
DIVIDEND No. 75 


A dividend of twenty-five cents 
(25c) per share has today been de- 
clared on the outstanding common 
stock of this Corporation, payable on 
September 30, 1953, to stockholders 
of record at the close of business on 
September 3, 1953. 

A. R. BERGEN, 
Secretary. 


August 24, 1953. 


LONG ISLAND LIGHTING COMPANY 














& Notice of 
Seat Quarterly 
rn Dividends 


The Board of Directors has tnis day de- 
clared the following quarterly dividends, 
each payable October 1, 1953, to stock- 
holders of record at the close of business 
September 11, 1953. 
Preferred Stock, 5.25%, Series A 
Dividend of $1.3125 per share. 
Preferred Stock, 5%, Series B 
Dividend of $1.25 per share. 


Preferred Stock, 5.25%, Series C 
Dividend of $1.3125 per share. 


VINCENT T. MILES 


August 26, 1953 Treasurer 























——Vv 
| Keystone | 
Custodian Fu nds 


BOND, PREFERRED AND 
COMMON STOCK FUNDS 


The Keystone Company 

50 Congress Street, Boston 9, Mass. 
Please send me prospectuses describing 

your Organization and the shares of your 

ten Funds. S-16 





























Profits in this Market 


You can make money steadily if you fol- 
low our trading swings. We bought in 
June, sold by August 17, and now—? 


5 WEEKS TRIAL $] 
by Air Mail for 


GEORGE LINDSAY 


1638% North Martel Avenue 
Los Angeles 46, California 














PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 151 


The Board of Directors on August 19, 
1953, declared a cash dividend for the 
third quarter of the year of 55 cents 
per share upon the Company's common 
capital stock. This dividend will be 
paid by check on October 15, 1953, to 
common stockholders of record at the 
close of business on. Sept. 15, 1953. 
The Transfer Books will not be closed. 


K. C. Cuaistensen, Treasurer 


San Francisco, California 











GRAIN 
TRADING 


Specific grain advices with exact 
buy-sell price stated in advance. All 
trades closed out. Advice on soy- 
beans, corn, wheat, oats, rye, lard, 
soybean oil and meal. Published 
Monday and Thursday. Air mail free 
beyond 250 miles. 


Trial sub includes booklet ‘’Profitable 
Grain Trading’, also 8 issues of the 
letter, also seasonal trend chart on 
a grain which tends to rise at one 
season. 


New Subscribers Only 
Send $5 For Offer B-2 


NATIONAL GRAIN TRADER 
35 E. WACKER, CHICAGO |, ILL. 




















MARKET PERSPECTIVE 





The skeptic assays the coppers 


HARDLY ANYONE writes about the 
coppers now, except to damn them 
with the word “cyclical.” All the news 
is bad. The market has looked into its 
collective crystal. It sees defense 
expenditures trailing off, aluminum 
replacing brass on light bulb bases, and 
Chile putting the socialistic squeeze on 
Anaconda and Kennecott. (That coun- 
try accounts for about 80% of the Big 
A’s primary metal production, 30% of 
Kennecott’s. ) 

What is worse, the relatively new 
and relatively richer mines in Africa, 
Canada, and South America have taken 
over 67% of world production, once 
dominated by U.S. output. Now that 
the defense urgency has diminished 
and copper is seeking a supply-demand 
price level on world markets, a certain 
price softness is beginning to show. 

Hence (see graph), quotations for 
the seven Big Board coppers have 
dropped more than 27% since January, 
1952, while the Standard & Poor’s 480- 
stock composite has pretty much held 
its ground. The seven coppers, which 
commanded a price/earnings ratio of 
10.7 at the start of the Korean War, 
now go for a little over 7 times 
earnings. 

Assuming that Anaconda drops its 
dividend to $3, and taking the pessim- 
istic view of this year’s dividends all 
along the line, we compute their com- 
bined yield at 8.6%, exactly the same 
as it was when the North Koreans 
opened fire. 

This rather drastic change in 
price/earnings ratios is not a mathe- 
matical quirk caused by rising net. In 


M A M A 


the 12 months ending June, 1950, the 
seven coppers netted $248; in the 12 
months ending June, 1953, they 
brought down $257.75. Whether the 
market’s re-evaluation has run its down. 
ward course is questionable, although 
the Big Three—Kennecott, Anaconda 
and Phelps Dodge—lost surprisingly 
little ground during the two bear weeks 
that ended August trading. 

Once the price of copper turns its 
peak and starts downward, the market 
shies away from the red metal equities. 
But, as the chart on page 22 shows, all 
seven of the biggest coppers are not 
merely miners, but big fabricators as 
well. Such is the profit to be had from 
fabricating that it probably pays a big 
integrated outfit like Anaconda o1 
Kennecott to mine metal on a break- 
even basis to insure a steady supply to 
Anaconda Wire ¢& Cable and Chase, 
their mammoth metalworking subsi- 
diaries. 

It is also interesting to note that 
Anaconda’s biggest profit year, 1951. 
was achieved under price control with 
copper pegged at 24.5c. The same is 
true of Kennecott. There is still room 
for copper to dip below its current 29c 
before the primary metal market gets 
as “bad” as 1951's. 

At 64, 25 points below its 195! 
high, Kennecott sells for 7.6 times earn- 
ings to yield 9.4%. For the 12 months 
ending in June its earnings were $8.38 
per share. This is fairly close to its 
best four quarters since 1948, $8.94 for 
the year ended June, 1951. Anaconda 
and Phelps Dodge, yielding about the 
same, have suffered greater drops in 
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1953 


MARKET MOVEMENT of seven copper stocks is traced by solid line, Standard ¢ 
Poor’s 480-stock index by dotted line. Changes are plotted as monthly percentage 
increases or decreases. Market pessimism on the coppers has progressively out- 
beared the averages in almost every one of the last 20 months. 
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) CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


TH Board of Directors has this day 
declared the following dividends: 


41%4% PREFERRED STOCK, SERIES A 
The regular quarterly dividend for 
the current quarter of $1.12% per 
share, payable October 1, 1953, to 
holders of record at the close of busi- 
ness September 4, 1953. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable October 1, 1953, to holders 
of record at the close of business 
September 4, 1953. 


COMMON STOCK 


25 cents per share payable September 
25, 1953, to holders of record at the 
close of business September 4, 1953. 


R. O. GILBERT 
Secretary 
August 25, 1953, 
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DIVIDEND NOTICE 


The following dividends 
have been declared by the 
Board of Directors: 


Preferred Stock 
A regular quarterly dividend 
of $1.0625 per share on the 
$4.25 Cumulative Preferred 
Stock, payable October 1, 
1953 to stockholders of rec- 
ord at the close of business 
on September 15, 1953. 


Common Stock 

A quarterly dividend of 
$0.15 per share on the Com- 
mon Stock, payable October 
1, 1953 to stockholders of 
record at the close of busi- 
ness on September 15, 1953. 

Transfer books will not be 
closed. Checks will be 
mailed. 





Wm. J. WILLIAMS 
Vice-President & Secretary 











USF.&G. 


Baltimore 3, Md. 


The Board of Directors of United 
States Fidelity and Guaranty Com- 


pany has declared a quarterly divi- 
dend of fifty cents a share payable 
on October 15, 1958, to stockholders 
of record September 25, 1953. 
CLARKE J. FITZPATRICK, 
Secretary 
August 26, 1953 











net, but not catastrophic cuts. Ana- 
conda’s $4.43 for the 12 months ended 
in June compares with a peak $6,20 
for the 12 months ended June, 1951; 
Phelps Dodge’s $3.80 compares with 
$4.56 for a like period. These rates, if 
maintained, will be ample to cover 
dividends of $3 and $2.60. 

In its haste to unload at the first 
downturn of the statistical pointer (in 
this case, the price of refined copper), 
the market sometimes outdoes its pes- 
simism, With Anaconda off 41% from 
its 1951 high, Kennecott down 28% and 
Phelps Dodge 23%, this could be the 
case with respect to the coppers. If 
earnings hold fairly constant for an- 
other quarter or so, the mass mind 
of the market may get tired of its own 
pessimism. 





ON THE BOOKSHELF 





Economic Controls And Defense 


Fourth and final volume of a series 
of studies, begun in 1950, on protecting 
and maintaining civilian economy while 
achieving needed defense mobilization. 
Deals with government controls—direct 
and indirect. By showing when controls 
are needed and which ones are effec- 
tive, the author hopes to enable busi- 
ness executives and government admin- 
istrators to act quickly and wisely in 
the event of war (by Donald H. Wal- 
lace, The Twentieth Century Fund, 
New York, 1953, $2). 


Dividend Notice 
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A quarterly dividend of 
75¢ per share has been 
declared on the Common 
Stock of the Corporation 
payable Sept. 10, 1953 
to share owners of record 
at the close of business 
Aug. 14, 1953. 


CHARLES P. HarRT 
Secretary & Treasurer 
New York, New York, July 30, 1953 


GENERAL 
DYNAMICS 
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445 Park Ave., New York 22, N. Y. 
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ROME CABL 
Corporation 


ROME - NEW YORK 


58th Consecutive Dividend 





The Board of Directors of Rome 
Cable Corporation has declared 
consecutive Dividend No. 58 for 
35 cents per share on the Common 
Capital Stock of the Cerperation, 
payable October 1, 1953. to held- 
ers of record at the close of busi- 
ness on September 10, 1953. 


Gerarp A. Wess, Secretary 
Rome, N. Y.,.September 2, 1953 














DIVIDEND NOTICE 


TEXAS TEXTILE MILLS 


The regular quarterly dividend of 
TEN CENTS per share has been 
declared payable on: Sept. 30 to the 
stockholders of record on Sept. 12, 


1953. 
PAUL CARRINGTON, 
Secretary 
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Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 177 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 26 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on Orig- 
inal Preferred Stock; 

27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 

The above dividends are pay- 
able September 30, i953, to 
stockholders of record Septem- 
ber 5, 1953. Checks will be 
mailed from the Company's 
office in Los Angeles, Septem- 
ber 30, 4953. 


P. C. HALE, Treasurer 
August 21, 1953 
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September 15, 1953 
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OIL & GAS 
LEASES 


We have available as a specula- 
tion, Oil and Gas Leases issued 
by the State of New Mexico on 
public lands in areas where new 
wells are now drilling. New 
Mexico's production in 1952 was 
over 58,000,000 barrels from 
7502 wells. Of 1106 wells drilled 
last year 850 producers were 
te gat in. Practically every 
major oil company has operations 
in ‘the i issued in 
units of 40 acres, variously priced, 
some as low as $300 per 40 acre 
lease. The purchase price of 
these leases can be rapidly writ- 
ten off, affording important tax 
savings. Details on request. 


NATIONAL LEASE 
SERVICE CO. 


60 EAST 42nd STREET 
NEW YORK 17, N. Y. 


MUrray Hill 7-3835 











ATTENTION 





Reliable party to handle wholesale Her- 
sheys, Suchards, an yt s, Dentyne, 
Beemans, Beech-Nut, hiorophyll 
Gum, and other world advertised brands. 
You will be associated with and sponsored 
by a local civic group affiliated with a na- 
tional organization. Business set up for 
you. Only supervision needed. Requires 
about $4,950.00 cash, good references, car. 
e An all cash, profitable, depression - proof 
business. Financial assistance enables rap- 
| idexpansion. High income starts immedi- 
ately. Want party capable of earning 
$10,000 to $20,000 yearly. This offer will 
standyour Banker's inspection. Write fully 
giving phone number for local interview 
with authorized principal. Box 915 


1 Forbes. 80 Fifth Ave., N. Y. 11, N. Y. 





$$ YOUR OPPORTUNITY $$ 





ELLIOTT 
[o GOMPANY 


JEANNETTE, PA. 


The Board of Directors has declared the 
follewing dividends: 


5% Cumulative Preferred Steck 
5% Cumulative Second 
Preferred Stoek 


A dividend of 62}4c, payable October 1, 1953 
tostockholdersof record September 14, 1953. 
Common Stock 


A quarterly dividend of 40c, payable Sep- 
tember 30, 1953 to stockholders of record 
September 14, 1953. 


M. G. SHEVCHIK, Secretary 








THE FUNDS 


Dine. 





What they’re buying and selling 


Durinc the first six months of 1953, 
mutual funds gave every impression of 
battening down the hatches in prepara- 
tion for a major stock market storm. 
Portfolio managers who had long em- 
phasized get-rich-fast cyclical stocks, 
pulled up short. To replace oils, autos 
and mining stocks, mutual moguls 
swung into defensive electric and gas 
utilities. 

In its survey of 37 leading invest- 
ment company portfolio changes, 
Forses uncovered 19 companies in 
which the mutuals had purchased 
50,000 shares or more. Of these, 11 are 
utilities, including the top two, North- 
ern States Power and Southern Co., 
with 88,000 and 80,000 shares, re- 
spectively. An outpouring of rights 
helped funds accumulate some stocks 
like El Paso Natural Gas, but the de- 
termined trend toward utilities was un- 
mistakable. Below the top favorites was 
another bevy of power pushers like 
Central and South West, General Pub- 
lic Utilities and United Utilities, as 
well as long-line transmission com- 
panies like Lone Star Gas and United 
Gas. 

The only chemical to garner a large 
following was du Pont, with 12 funds 
absorbing 79,200 shares. American Vis- 
cose, like du Pont, found buyers in 
almost a third of the funds, most pur- 
chases being consumated in the first 
quarter. And an equal number of funds 
stashed away commitments in Alumi- 
num, but among them the mutuals 
could total up only 45,100 shares. Also 
popular with the masses, if not with the 
most money, was United Fruit with 10 
buyers of 43,000 shares. 

Two stocks on which the funds di- 
vided sharply were U. S. Steel and 
Merck, with nine funds purchasing 
51,000 Steel, while three others will- 
ingly contributed 28,700 shares to the 
available supply. Investors in Merck 
divided more equally, with a 50,625 
share demand only slightly topping the 
43,400 share supply. 

If American Viscose was a profes- 
sional favorite, closely associated Ray- 
onier came near taking least-popular 
honors, ranking third in both number of 
sellers and number of shares. Industry- 
wise motors fell into the heaviest dis- 
favor, the funds concentrating their 
selling in Studebaker and Chrysler. 
Between the two, the funds contributed 
79,300 shares to an _ all-too-weighty 
supply that pushed both stocks down 
over 30% from their January peaks. 

Along with Merck, Bristol-Myers 
proved a drug on the market. Funda- 


40 


mental Investors’ 30,000 offered share, 
were sufficient to place the latter’s stock 
on the concentrated auction block 

‘ithout a sufficiently active demand tp 
absorb so much B-M in the regula 
way, Fundamental turned to the after. 
hours market to dump 25,800 of it 
shares in a special offering. Of these, 
the fund had accumulated 24,000 
shares in 1951, the rest in 1952. Afte 
that, conditions at B-M had gone from 
bad to impossible, with penicillin sel). 
ing beluw production costs. A week 
after Fundamental’s about-face, B-M 
slashed its dividend from 40c to 2 
quarterly. Red-faced Fundamental map 





LARGEST FUND TRANSACTIONS 
FIRST HALF, 1953 


‘consolidated from portfolios 
of 87 investment trusts) 


Number Number 
of of 


Shares Funds 
PURCHASES 
Northern States Power.. 88,000 2 
Southern Co, ......... 80,000 7 
Dau Pett 5.sint . ies 79,200 12 
American Viscose ..... 77,600 12 
McDermott (J. R.)...... 75,000 1 
Consumers Power ..... 68,200 5 
Middle South Utilities.. 65,219 10 
Commonwealth Oil .... 63,600 1 
Texas Utilities ........ 62,000 3 
Arizona Public Sve . 57,600 3 
Public Service E. & G... 55,500 3 
Gulf States Utilities.... 55,000 3 
North Amer. Aviation . - 55,000 2 
New England Electric.. 52,750 5 
Northern Natural Gas.. 51,882 5 
eR ORES 51,000 9 
I oa cia olden le A aaa 50,625 5 
CE 66 eek oben ekg 50,300 6 
El Paso Natural Gas.... 50,000 5 
SALES 
Studebaker ........... 47,000 5 
Va. Elec. & Pwr........ 45,300 4 
PPR Ore 44,000 6 
er ee 48,400 2 
Howe Sound ......... 40,000 1 
Montgomery Ward .... 38,000 7 
Niagara Mohawk ...... 85,460 38 
= S eptes memes 82,300 9 
Ne Tee Tey a $2,250 4 
pve So eer ee $1,100 3 
Hudson Bay Mining & ~+* 
a ey aS $1,000 3 
St. Regis Paper........ 80,500 2 
Bristol-Myers ......... $0,000 1 
Wo Bs acin-+-ixa dbee 28,700 3 
U. S. Rubber.......... 28,000 & 
Standard Oil of N. J.... 27,100 2 
Shamrock Oil & Gas... 26,000 4 
ET a aihcied-brireths maniotiuats 26,000 3 
] 
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agement sheepishly denied any fore- 
hand knowledge, hemmed: “The price 

. . at which the shares were sold 
reflected market conditions at the time 
of sale.” ; 

Like Bristol-Myers, Howe Sound and 
Eastern Air Lines also suffered at the 
hands of single heavy holders. Keystone 
$-2 was the disappointed owner of 
Howe, while Wellington let EAL fly 
the coop. Howe had suffered both earn- 
ingswise and pricewise; EAL took its 
beating only on the tape. Both stock 
sales have already proved foresighted 
and profitable. 

Sewell Avery, already anathema to 
wany Wall Streeters, found his cash- 
ecstatic sales-static Montgomery Ward 
a favorite sales target for seven funds 
which unloaded 38,000 shares on the 
market place. Like many a trader, 
the mutuals were apparently disap- 
pointed when Avery spiked the rumor 
of his early retirement. 

Another sales target, American Can, 
tound three sellers offering $1,100 
shares. On the other hand, four funds 
with contrary ideas managed to absorb 
24,400 shares to leave the general 
opinion almost so-so. About AC’s chief 
competitor, Continental Can, however, 
the funds achieved almost unanimity, 
with six funds exchanging cash for 
26,900 shares. 

Even on utilities the funds were not 
in complete agreement. Central and 
South West fell just below the top 19 
in both the most wanted and unwanted 
groups, as six funds took 42,500 shares 
at the same time that two other in- 
vestment companies turned loose 19,- 
300 other shares. Both Virginia Electric 
and Power and Niagara Mohawk at- 
tracted sufficient selling to place them 
in the least-favored category. 

Oils ended at an almost complete 
standoff, with both buyers and sellers 
picking and choosing with care. Shell 
received most of the buying attention 
while Standard of Jersey and Shamrock 
received the brunt of the selling. Also 
relatively popular with purchasers were 
Continental Oil, Ohio Oil, Union Oil 
and Mid-Continent Petroleum, while 
Atlantic Refining felt limited pressure. 
The funds split over Gulf and Skelly, 
with more funds selling than buying, 
but in more modest quantities. 

Rails, which have recently seen much 
winding and unwinding of speculative 
positions, did not figure prominently, 
with neither buyers nor sellers muster- 
ing sufficient strength to push one issue 
into distinction. 

The overall pattern of fund portfolio 
activity was one of distinct caution but 
by no means panic. Centered as so 
many of them are in Boston, mutuals 
displayed a typical New England atti- 
tude: Trust in God and keep your de- 
fensive issues high. 


September 15, 1953 








PROVIDENCE 





“DIVIDEND CHAMPIONS” 


This new edition of INVESTMENT 
FACTS will serve as a handy guide to 
the “dividend champions”—327 com- 
mon stocks listed on the New York Stock 
Exchange with long unbroken dividend 
records. It includes recent prices, cur- 
rent return (averaging 6.4%) and up- 
to-date dividend data for each stock. 


For your free copy, ask for Circular FB-4 


Hornsiower ae Weexs 


40 Wall Street, New York 5, N. Y. 
*Midtown: 400 Madison Ave., at 47th St. (17) 
*Open Thursdays until 9 PM 


Members Principal Stock Exchanges and Chicago Board of Trade 


Di 4-6600 
PL 1-1900 





BOSTON NEW YORK CHICAGO DETROIT CLEVELAND 
PHILADELPHIA 


PORTLAND $=#*SANGOR 
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$65,000,000 is a lot of uranium. Yet a Canadian mine has 
proved up that much uranium ore on its St. Mary’s Channel 
claim. There is more to come here, plus possible uranium 
on other properties not yet explored. Rallied to $13.75 in 
1953 from 23c in 1952. Now selling at $7.50. Get the report 
on this company before it moves again. 


1 Point of Profit on a $5 Stock is 

20 Points Profit on a $100 Stock 
Investors’ Guide to Low-Priced Stocks is a 4-page printed 
weekly service on low-priced ‘special situations’, unlisted 


stocks, and warrants, with the ‘SUPERVISED TEN’—editors’ 
choice weekly, and the low-priced Demand and Price Indexes. 


Trrttittiittitititiiit iri rir irri rrr 
I enclose $1 for all reports and 4 current copies of the Guide. : 
ae eee 
Address ....... 

. State 


Investors’ Guide to Low-Priced Stocks 
333 N. Michigan Ave., Dept. B-4 Chicago |, Ill. 


MIL. URANIUM & 
“EGG-BEATER STOCK” 


PLUS 
NEW REPORTS 


@ 'EGG-BEATER STOCK’ 


The siory of 6 helicopter 
stocks with a future—one 
with backlog of $100 mil- 
lions, rallied from $3 1949 
to $22 in 1952. 


@ 2 WARRANTS 


One warrant. at 80c buys 
stock in a big mine holding 
company in Canada. An- 
other is a growth warrant 
to buy stock at $25 with 
assets of nearly $40 share. 


@ 350-STOCK REPORT 


Earnings, dividends, price 
& industry data on 350-Low 
Priced Stocks. Listed on 
American, Midwest and fhe 
Unlisted markets. 














Your dividend notice in FORBES 
directs nationwide attention of 
influential investors in finance 


and industry to your company. 
left) 











PHOTO CREDITS 


Pace 20: Wide World (fourth 
from left). 
fous 21: International (first on 


Pace 22: Wide World (two on 























THOUGHTS 





It is not a question how much a 
man knows, but what use he makes 
of what he knows; not a question of 
what he has acquired, and how he has 
been trained, but of what he is, and 
what he can do. —J. G. Hoxranp. 


Don't be a cynic, and bewail and 
bemoan. Omit the negative proposi- 
tions. Don’t waste yourself in rejection, 
nor bark against the bad, but chant 
the beauty of the good. Set down 
nothing that will help somebody. 

—EMERSON. 


No perfect thing is too small for 
eternal recollection. 
—ARTHUR SYMONDS. 


Education is either from nature, 
from man or from things. The devel- 
oping of our faculties and organs is 
the education of nature; that of man is 
the application we learn to make of 
this very developing; and that of 
things is the experience we acquire in 
regard to the different objects by which 
we are affected. All that we have not 
at our birth, and that we stand in need 
of at the years of maturity, is the gift 
of education, —JEAN JACQUES RoussEau. 


Increased means and increased lei- 
sure are the two civilizers of man. 
—BENJAMIN DIsRAELI. 


Rest has cured more people than all 
the medicine in the world. 
—Hanro.p J. REILLY 


Correction does much, but encour- 
agement does more. Encouragement 
after censure is as the sun after a 
shower. —GOETHE. 


The thoughts that come often un- 
sought and, as it were, drop into the 
mind are the most valuable of any we 
have, and therefore should be secured 
because they seldom return again. 

—JouN Locke. 


Nature imitates herself. A grain 
thrown into good ground brings forth 
fruit; a principle thrown into a good 
mind brings forth fruit. Everything is 
created and conducted by the same 
Master: the root, the branch, the fruits 
—the principles, the consequences. 

—BLAIsE PAscAL. 


ON THE BUSINESS OF LIFE 


In the life of a nation ideas are not 
the only things of value. Sentiment also 
is of great value; and the way to foster 
sentiment in people, and to develop it 
in the young, is to have a well-recorded 
past and to be familiar with it. ...A 
people that studies its own past and re- 
joices in the nation’s proud memories is 
likely to be a patriotic people, the bul- 
wark of law and the courageous cham- 
pion of right in the hour of need. 

—]OSEPH ANDERSON. 


A word that has been said may be 
unsaid—it is but air. But when a deed 
is done, it cannot be undone, nor can 
our thoughts reach out to all the mis- 
chiefs that may follow. —LoncrEeLLow. 


If you desire to be magnanimous, 
undertake nothing rashly, and fear 
nothing thou undertakest. Fear nothing 
but infamy; dare anything but injury; 
the measure of magnanimity is to be 
neither rash nor timorous. —QUARLEs. 


Man is an animal that makes bar- 
gains; no other animal does this—one 
dog does not change a bone with an- 
other. —ADAM SMITH. 


I never knew an early-rising, hard- 
working, prudent man, careful of his 
earnings, and strictly honest, who com- 
plained of bad luck. A good character, 
good habits, and iron industry are im- 
pregnable to the assaults of all the ill- 
luck that fools ever dreamed of. 

--ADDISON. 


It is a very fine thing to have an 
open mind. But it is a fine thing only 
if you have the ability to make a 
decision after considering all sides of 
a question. —J. E. Smiru. 


Each of us is an impregnable fortress 
that can be laid waste only from within. 
—Tiwotny J. Fiynn, D.D. 


If we think of life as a noes 
consider it to be the opportunity fo 
getting from where we are to whee 
we want to be, we will have a work 
rule that provides us with both a p 
pose and expanding possibilities § 
our lives. —Frep P. Cong 


A great lie is like a great fish @ 
dry land; it may fret and fling, 3 7 
make a frightful bother, but it can 
not hurt you. You have only to keep 
still and it will die of itself. —Cra : 


Where necessity ends, curiosity; 
gins; and no sooner are we sup 
with everything that nature can ¢ 
mand, than we sit down to con 
artificial appetites. —Jouns 








The mind is but barren soil; a § 
which is soon exhausted, and will j 
duce no crop, or only one, unless 
be continually fertilized and enri 


with foreign matter. 4 : 
—Sir J. RevNouns 


A great thinker is seldom a disputant 
He answers other men’s arguments 
stating the truth as he sees it. 


—D. Mang 


A man must make his opportunity, 
as oft as find it. —FRANCIs BACON 


Begin doing what you want to ¢ 
now. We are not living in eternity. 
have only this moment, sparkling like 
a star in our hand—and melting like a 
snowflake. Let us use it before it is too 
late. —Manrie Beynon Ray. 


Luck is what happens when prepa 
ration meets opportunity. 
—Typo GRAPHIC 


We should lay up in our minds a 
store of goodly thoughts which will be 
a living treasure of knowledge always 
with us, and from which, at various 
times, and amidst all the shiftings of 
circumstances, we might be sure of 
drawing some comfort, guidance and 
sympathy. —Sir ARTHUR HELPS. 


——y 


More than 3,000 selected “Thoughts” 
are available in a 544-page book. 
Regular edition, $5. Deluxe. edition, 
handsomely boxed, $7.50. 
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A Text... 


For we wrestle not against flesh and blood, 


but against principalities, against . powers. 


Sent in by Homer L. Abel, ‘Elk- 
ins Park, Pa. What's your fa- 
vorite text? A Forbes book is 
presented to conders of texts 


against the rulers of the darkness of this 
world, against spiritual wickedness in hig): 
used. places. 


—Epuesians 6:12 
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HERE’S A HOLE 188,000,000 FEET DEEP! 


One hundred and eighty-eight million feet down!... dollars to produce these truly outstanding results! 


that’s the total feet of hole your American Petroleum Cities Service drilled 375 miles of holes itself in 


Industry drilled in 1952. It represents the 48,800 new 1952, carrying on exploration activities during the 


wells they completed throughout the United States. year that extended over 26 states, and into Canada 


So what? ...So it means a greater reserve of oil than and Mexico, and produced 43,000,000 barrels of 


ever before in U.S. history. It’s oil 
needed to meet the all-time peak de- 
mand of the American consumer... 
estimated as high as 8,022,000 bar- 
rels a day in the last quarter of 1952! 
-..and it cost the industry 4 billion 


liquid petroleum. Cities Service is 

proud to play its part in this tremen- 
6 ITI E S dous effort to keep our standard of 
living the highest in the world... to 

keep America vital and strong for 


its role as the leader for world peace. 


4 Vite - 


An important part of the American Oil Scene 





\eevce with (4000 smiles 


It’s in the friendly voice that helps you when you first call TWA 

... in the warm hospitality that gives you a guest-of-honor feeling 

on TWA’s luxurious Constellations . . . and in the bright 

“good-bye” that matches your spirits as you end a swift, 

relaxing trip. For TWA’s team of 14,000 men and women all have 

your comfort in mind . . . and a spirit of friendly interest gn — oe 
in your travel that extends across the world. 


TRANS WORLD AIRLINES 


iT’. 
eal st LOUIS 
, —s. 


LBUQUEROUE 
ES PHOENIX 
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